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WORKING FAMILIES IN FINANCIAL CRISIS: 
MEDICAL DEBT AND BANKRUPTCY 


TUESDAY, JULY 17, 2007 

House of Representatives, 

Subcommittee on Commercial 
AND Administrative Law, 
Committee on the Judiciary, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 1:15 p.m., in Room 
2141, Rayburn House Office Building, the Honorable Linda 
Sanchez (Chairwoman of the Subcommittee) presiding. 

Present: Representatives Sanchez, Conyers, Johnson, Lofgren, 
Delahunt, Watt, Cohen, Cannon, Jordan, and Franks. 

Staff present: Susan Jensen-Lachmann, Majority Counsel; Daniel 
Flores, Minority Counsel; and Adam Russell, Professional Staff 
Member. 

Ms. Sanchez. The Subcommittee on Commercial and Adminis- 
trative Law will come to order. 

Without objection, the Chair is authorized to declare a recess at 
any point. 

Before we begin with today’s agenda, we have some unfinished 
business from our hearing, last Thursday, regarding Ms. Harriet 
Miers. Having reviewed the pertinent part of the transcript from 
the hearing, reviewed relevant precedents, and consulted with the 
parliamentarian, the Chair is prepared to reconsider her ruling re- 
garding the words of the gentleman from North Carolina. 

Without objection, that hearing is hereby reconvened, and the 
Chair’s ruling is vacated. 

I recognize the gentleman from Utah, our distinguished Ranking 
Member, to identify the words he believed to be unparliamentary. 
Mr. Cannon? 

Mr. Cannon. Thank you. Madam Chair. 

The Committee has provided a transcript. I think the easiest way 
to identify the words is by identifying the lines in the transcript, 
which I think should be sufficient for our purposes. 

So on page 51 of the Committee transcript, beginning with line 
1205 and continuing down through line 1224, and then on the fol- 
lowing page, beginning with line 1239 and continuing through line 
1242. 

Mr. Watt. Madam Chair? 

Ms. Sanchez. I would recognize the gentleman from North Caro- 
lina and ask if he wishes to ask unanimous consent to withdraw 
those words. 


( 1 ) 
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Mr. Watt. I do ask unanimous consent to withdraw the words 
identified by Mr. Cannon. 

Mr. Cannon. Madam Chair, resuming the right to object. 

Mr. Watt. He has shown me the words, and I have reviewed 
them. So I ask unanimous consent to withdraw them. 

Ms. Sanchez. Thank you. The gentleman asks unanimous con- 
sent. 

The gentleman from Utah is recognized under his reservations. 

Mr. Cannon. Thank you. Madam Chair. 

First of all, I would like to thank you and also the staff for doing 
a remarkably thoughtful job on resolving this concern. 

Let me say that I really appreciate the passion of Mr. Watt. He 
has been a dear friend. We have worked together on many, many 
issues, including protecting voice-over protocol or voice on Net from 
regulation. I think he is actually the father of the fact that we can 
do Internet telephony without regulation and that through the 
Committee or his Ranking Member he had the courage to bring an 
amendment. And so, I reluctantly objected to his words the other 
day and appreciate him as a person. 

This is an issue that has encouraged a great deal of passion. And 
I understand that. I just hope as we continue that the majority will 
consider the evidence and proceed with calm rationality, which I 
personally expect will mean that we move on to other issues rel- 
atively soon. 

Thank you. Madam Chair. And I withdraw my reservation. 

Mr. Watt. Mr. Cannon? 

Mr. Cannon. I yield to the gentleman. 

Mr. Watt. Will the gentleman yield for a second? 

Ms. Sanchez. The gentleman yields time. 

Mr. Cannon. I would be pleased to yield. 

Mr. Watt. I just wanted to say a few words, if it is okay with 
the gentleman. 

Mr. Cannon. Certainly. 

Mr. Watt. First of all, I appreciate the spirit in which the gen- 
tleman has proceeded. And I appreciate the spirit in which the 
Chair of the Committee has proceeded. I operated in a legal frame- 
work for 22 years before I came to this Committee. And there are 
certain rules that applied there. 

And I have been in this context for 15 years. And there are cer- 
tain rules of process that apply here. Once I became aware that the 
parliamentarian had decided that — had ruled or found that the 
words I used were unparliamentary, I certainly didn’t hesitate to 
seek to withdraw those words. 

There is one by-product of this that I wanted to comment on and 
actually apologize for because some people have interpreted what 
I said, although having reviewed the words that I said, I never said 
what people have interpreted as. 

Some people have interpreted what I said to be that I said that 
the President of the United States was a liar. I want to make it 
clear that that is not in the transcript, first of all. 

And if it were in the transcript or to the extent that people inter- 
preted what I had to say as saying that the President is a liar, I 
want to make sure I apologize to the President for that because the 
President is a personal friend of mine. And I don’t want anybody 
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left with the impression that I think the President in general terms 
is a liar. 

So I appreciate the gentleman yielding. And I will yield back to 
the gentleman. 

Mr. Cannon. I thank the gentleman. 

And let me point out that having known the gentleman for years 
and having had many, many courtesies on this Committee ex- 
tended to me by the gentleman, I want to reaffirm his words that 
his intentions were not, as has been characterized in some cir- 
cumstances. 

And, Madam Chair, I would also like to make just one other 
point. That is that a Member of the full Committee who is not a 
Member of this panel, Dan Lungren, got engaged in this issue early 
and with some intensity. And I think his intentions were to main- 
tain the integrity of this body. 

I think he acted honorably. And I just want it to be clear. There 
was an article in the newspaper that suggested I did things that 
he actually did. And those are thoughtful things. And I thought he 
ought to be credited with his position. 

The fact is this is a complicated environment that we live in. The 
rules are complicated. And unparliamentary speech differs from 
one person to another. And I appreciate, again, the very gentle way 
you have handled this issue and would yield back the balance of 
my time. 

Ms. Sanchez. I thank the gentleman. 

And I thank the gentleman from North Carolina also for his 
thoughtful remarks. 

Hearing no objection, the words of the gentleman from North 
Carolina that the gentleman from Utah has identified are with- 
drawn. 

And, without objection, those words are struck from the tran- 
script and the record. 

The Chair would remind all our Members that as we debate the 
important and sensitive issues that come before this Subcommittee 
we must all take care not to misdirect the strong feelings that 
these issues can bring about toward our House and Senate col- 
leagues or toward officials in the executive branch. I thank the 
Members for their time and their patience. 

And with that, the continuation of the Subcommittee hearing on 
Commercial Administrative Law from last week is adjourned. And 
we will now move on to today’s hearing. 

Pursuant to notice, this hearing of the Committee on the Judici- 
ary, Subcommittee on Commercial Administrative Law will now 
come to order. I will now recognize myself for a short statement. 

Today’s hearing will focus on one of the most critical challenges 
facing hard-working American families, namely the financial con- 
sequences of medical debt and how it all too often leads to bank- 
ruptcy. Although our Nation is among the wealthiest in the world, 
the United States is one of the few industrialized countries that do 
not provide health care for all of its citizens, unlike most other in- 
dustrialized nations. 

Medicare and Medicaid cover only the elderly and indigent. Ev- 
eryone else is responsible for finding their own insurance, the cost 
of which has skyrocketed in recent years. 
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Sadly, many American families cannot afford to pay for their 
health insurance. Some simply earn too much money to qualify for 
public health insurance but earn too little to afford private insur- 
ance coverage. They are effectively caught in a catch-22, putting 
many at risk of financial ruin. 

As a result, many Americans are going without insurance. In 
2005, for example, approximately 45 million or 15 percent of Amer- 
icans had no health insurance. Even the insured face possible eco- 
nomic disaster. Excessive premiums and deductibles, low coverage 
caps, and uninsured medical conditions are just some of the rea- 
sons why families that have health insurance risk financial ruin 
should somebody get sick. 

How is this crisis treating American families? Well, not very 
well, I think. Studies show that many are skipping recommended 
treatments, not filling critical drug prescriptions, postponing doctor 
appointments, and cutting back on other essentials like food. 

We know, particularly based on this Subcommittee’s last two 
bankruptcy hearings, that Americans file for bankruptcy relief for 
a vast variety of reasons. We learned, for example, that when a 
major airline shirks its pension responsibilities and cuts wages, the 
employees and retirees face possible financial ruin. 

This past May, we learned how the sub-prime mortgage industry 
is pushing more and more American home owners into bankruptcy. 
Today we will hear about a watershed study examining the role of 
illness and other medical factors contributing to bankruptcy. One 
of the shocking findings of this study is that nearly 50 percent of 
consumer debtors have had a major illness or health problem that 
propelled them into bankruptcy. 

I would be remiss if I did not recognize the leadership of Chair- 
man Conyers in drawing attention to this important issue and 
thank him for his efforts to bring about legislative change. It is my 
sincere hope that today’s hearing will help us better understand 
the extremely serious consequences of medical debt and serve to 
galvanize us to work toward finding solutions. 

To help us learn more about this important issue, we have six 
witnesses with us this afternoon. We are pleased to have Professor 
Elizabeth Warren, Leo Gottlieb professor of law at Harvard Law 
School; Ms. Donna Smith, health care activist; Dr. David Himmel- 
stein, associate professor of medicine at Harvard Medical School; 
Mr. Clifford White, director of the Executive Office for U.S. Trust- 
ees; Professor Todd Zywicki, George Mason University School of 
Law; and Mr. Mark Rukavina, executive director of the Access 
Project. 

I look forward to hearing today’s testimony. 

And at this time, I would like to recognize my colleague, Mr. 
Cannon, the distinguished Ranking Member of the Subcommittee, 
for his opening remarks. 

Mr. Cannon. Thank you. Madam Chair. 

I would like to extend a warm welcome to all of our witnesses 
and appreciate your being here today. We also have many people 
in the audience that have deep concerns about these issues. And 
I talked with some of them a little earlier. And we hope that some 
of their questions will be answered here today as well. 
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The question of whether the medical debt is causing, pardon me, 
many of the bankruptcies in the country is one that has been stir- 
ring since we passed the Bankruptcy Abuse Prevention and Con- 
sumer Protection Act in 2005. At that time. Professors Warren and 
Himmelstein published results of their study on this issue. 

According to them, up to 54.5 percent of personal bankruptcies 
were caused by medical issues. But those alleged results have been 
hotly debated since publication. For example. Professor Dranove of 
the Kellogg School of Management at Northwestern University 
along with his co-author, Michael Millenson has argued that the 
Warren and Himmelstein study failed to demonstrate a causal rela- 
tionship between medical spending and anything even approaching 
half of bankruptcies. 

By Dranove’s and Millenson’s analysis, the study’s data does 
show a causal link to medical expenses in only 17 percent of per- 
sonal bankruptcies. They further suggest that even in that 17 per- 
cent of cases, the study had not established that medical debt was 
the most important cause of bankruptcy. 

Dranove and Millenson also highlighted that the Warren and 
Himmelstein’s preferred solution, that is, national health insur- 
ance, was actually unlikely to quell any crisis in medical debt 
bankruptcy. Other academics, including Professor Zywicki of 
George Mason University School of Law and Professor Heriot of the 
University of San Diego School of Law also questioned the positions 
of Professors Warren and Himmelstein. 

I look forward to hearing more about this debate from Professors 
Warren and Himmelstein and Zywicki. I also look forward to hear- 
ing from the executive office of the United States Trustees. To my 
knowledge, the executive office has not directly criticized the War- 
ren or Himmelstein study, but the executive office does have data 
of its own based on its review of official bankruptcy numbers. 

I look forward to hearing about that data and whether the execu- 
tive office believes the bankruptcy reform law is working for debt- 
ors with medical debt. I hope that it suggests that the BAPCPA is 
working, given the flexibility we left in the bankruptcy code for 
courts to take into account special circumstances such as medical 
conditions. 

I have to admit I am skeptical of figures claimed by Professors 
Warren and Himmelstein, and I doubt that the information we 
hear today will definitively resolve the debate. But this is a very 
important issue to me and to America. 

I would like to understand better the degree to which bankruptcy 
code may or may not be adequately serving the families and indi- 
viduals beset by medical debt, which is an absolutely clear prob- 
lem, whether it is 17 percent or less or 50 percent or more. The 
fact is that medical debt is a significant problem in America. 

This is not, I don’t think, the environment to deal with national 
health care. Although I understand there is some strongly held 
opinions on that issue. Rather, this is a place where we need to 
look at the bankruptcy act and see what can be adjusted or done 
to accommodate the needs of Americans, whatever the percentage 
of causality is. And certainly, health care is a significant issue. 

I might just say that in America on the broader issue rather 
than the narrow issue of bankruptcy that in America we are under- 
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going a most amazing process of transformation in the medical in- 
dustry, something akin to what happened in the telecommuni- 
cations industry a few years ago. 

And when we join that broader debate about national health 
care, we need to be thinking about not just what is hurting families 
or what families can afford, but rather where we are going with 
medical care and with innovation in medicine, which will pro- 
foundly change — it has profoundly changed over the last couple of 
years and will continue to profoundly change everything about the 
way we practice medicine, how we find the cures and how we get 
cures to people in America and throughout the world. 

And with that. Madam Chair, I yield back. 

Ms. Sanchez. I thank the gentleman for his statement. 

I now would like to recognize Mr. Conyers, the distinguished 
Member of the Subcommittee and the Chairman of the Committee 
on the Judiciary for his opening statement. 

Chairman CONYERS. Thank you. Madam Chairperson and the 
Ranking Member. 

And Trent Franks is with us, as well as Zoe Lofgren, Bill 
Delahunt, Mel Watt, Steve Cohen. And sitting silently with us is 
Dr. Steve Kagen from Wisconsin, whose interest in this subject 
matter has brought us here. 

Members of the Committee and to our distinguished panelists 
and those of you who have come in to witness this hearing, it is 
really very difficult to separate the health care crisis in this coun- 
try from the particular subject matter of medical bankruptcy be- 
cause they are very much tied together. Because we start off with 
something that I got from Paul Farmer, a doctor and anthropolo- 
gist whose book, “Pathologies of Power,” has just come to my atten- 
tion. 

And what he suggests is that there is a violence more than guns 
and personal physical. There is a thing called structural violence. 
That is that you are in a system where things are so bad that the 
statistics and the outcome are going to be quite bad as well. And 
you can’t get out of it. The odds are very strong that it won’t 
change much, except for a very brave few. 

I mean, you think of a few people, Oprah Winfrey. I mean, she 
was against the odds and succeeded. And there are other examples. 
The former owner of BET comes to my mind. 

But mostly, you are trapped in where you find yourself. And so 
that the bad statistics on health care, longevity, birth, death at 
birth, the birth rate. All these things come in on you. 

And what happens is that I am beginning to take the attitude 
that medical bankruptcy is one of the consequences in America, not 
just of being poor because — as Michael Moore established and 
Donna Smith can tell us more about that — the people he was talk- 
ing with were people of middle-income level who had health insur- 
ance. And so, we are beginning, or at least I am beginning, to look 
at this from a little bit different view. 

Health care should be a human right for everybody certainly in 
this country, the wealthiest in recorded history. And yet because 
the way the system is set up, a broken health care delivery system, 
bankruptcy, not only which tears up families and creates stress 
and suffering, but then we begin to find that there are a lot of peo- 
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pie too courageous that don’t go into bankruptcy and then they ex- 
perience another setback of suffering. 

And so, we have, for example, in Michigan we have people now 
being hit by health care experiences that could have never been an- 
ticipated. They were working at one of the big three automobile 
companies. They had health care. 

As a matter of fact, I used to have people tell me that H.R. 676, 
Universal Health Care, is great, except I am with UAW and Ford, 
so, I mean, quite frankly, we got a pretty good deal. Well, they are 
not saying that any more. 

As a matter of fact, their unions are endorsing the measure be- 
cause the name of the game is when you go into — ^you start negoti- 
ating — and where did they ever get these contracts where — have 
you ever entered into a contract where after a year or so you come 
back to the person that you made the agreement with and say, 
“Well, that contract is off, my friend. We have got a — we have got 
a — things went bad, very bad this year. Our bottom line is hem- 
orrhaging. And so, you have got to rewrite that contract”? Why, you 
would be laughed at. 

And yet, our automobile companies in Michigan are doing that 
to our workers saying, “If you don’t, we will go before a bankruptcy 
judge,” Mr. White, “and we will end up giving — he will end up giv- 
ing you a much worse situation, a worse deal than we would give 
you. We will have then cut your health care benefits, your pension 
benefit, the whole works, plus you will be out of a job to boot be- 
cause we are planning to relocate somewhere else and not have to 
worry about the United Automobile Workers.” 

And so, I am looking at bankruptcy from that light. And I look 
forward to hearing from the witnesses because, as my friend said, 
this is the first hearing on that subject. And we are looking at how 
bankruptcy affects people and also how not going into bankruptcy 
also has a harmful effect on people. 

And I just close with this example here. Whenever the companies 
start shutting down and closing up and threatening bankruptcy, 
why is it that the executives always get a bonus? I mean, it is puz- 
zling. Here is United Airlines. The chief executive received com- 
pensation worth $39.7 million in 2006 just after the airlines 
emerged from 3 years of Chapter 11 bankruptcy protection, which 
during the course of the bankruptcy they terminated the pensions 
of 120,000 workers, shifted $5 billion in pension obligation to the 
pension trust fund, BPGC, resulting in one of the largest pension 
defaults in the history of the United States. 

These inequities and unfairnesses aren’t because somebody got 
sick. These unfairnesses exist because the system we have to deal 
with people getting sick needs to be examined much more closely 
than it ever has in Congress. And I think we can do a lot about 
it, particularly in the Judiciary Committee. 

And so, I thank you for holding these hearings. Chairwoman 
Sanchez. 

[The prepared statement of Mr. Conyers follows:] 
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Prepared Statement of the Honorable John Conyers, Jr., a Representative 

IN Congress from the State of Michigan, Chairman, Committee on the Judi- 
ciary, AND Member, Subcommittee on Commercial and Administrative Law 

America’s health care system is on life support. It is a broken system that is push- 
ing millions of hardworking families into bankruptcy. 

Here are just a few distressing statistics: 

• 48 million Americans lack health insurance; 

• 5 million Americans filed bankruptcy since 2000 as the result of serious med- 
ical problems; 

• 80 million more Americans facing overwhelming medical debt could have filed 
for bankruptcy, but did not out of sense of pride or for other reasons; and 

• an estimated 58 million Americans are at risk of incurring medical bills they 
may not be able to afford. This includes 17.6 million adults with private 
health insurance. 

While we in the United States pride ourselves as representing the “First World,” 
sadly our health system equals that in certain Third World nations. To quote 
Amartya Sen: 

The situation does, of course, vary from region to region, and from one group 
to another. But unnecessary suffering, debilitation, and death from preventable 
or controllable illness characterize every country and every society, to varying 
extends. As we would expect, the poor countries in Africa or Asia or Latin 
America provide crudely obvious illustrations of severe deprivation, but the phe- 
nomenon is present even in the richest countries. For example, African Ameri- 
cans in some of the most prosperous U.S. cities (such as New York, Washington, 
or San Francisco) have a lower life expectancy at birth than do most people in 
immensely poor China or even India. Indeed, location alone may not enhance 
one’s overall longevity. 

Unfortunately, those in our society who are the most vulnerable are also among 
those who are suffering the most as a result of our health care system. As Paul 
Farmer observes, “The correlation between poverty, inequality, and increased mor- 
bidity and mortality is massive.” This helps explain why death rates in parts of Har- 
lem among certain age groups rival those in Bangladesh. In both places, according 
to Dr. Farmer, the leading causes of death in young adults are infections and vio- 
lence. 

Disparities based on race are particularly evident in our Nation’s health care sys- 
tem. The infant mortality rate for African American infants, for example, continues 
to be unacceptably high. African American infants were 2.6 times more likely to die 
in the City of Detroit than a white infant in the state of Michigan, according to a 
2005 report by the Detroit Department of Health and Wellness Promotion and the 
Wayne County Public Health Department. 

According to these agencies, the infant mortality rate that same year for black ba- 
bies was 18.1. Translated into real life terms, this means that 202 African American 
babies never saw their first birthday. Wayne County black infants died at rates more 
than twice that of white infants, according to these agencies. 

Tragically, this drastic difference in the death rate of African American babies is 
also a national trend and a significant health disparity that demands action. The 
health care system in our Nation is simply stacked against poor people of color. 

As today’s hearing will show, our Nation’s current health care system is literally 
bankrupting hardworking American families with medical problems, including many 
who already do have insurance. 

Keep in mind that bankruptcy is no panacea either, especially in light of the 2005 
amendments to the Bankruptcy Code. These amendments force debtors to go 
through and pay for usually meaningless credit counseling, to file excessive docu- 
mentation justifying their finances, and to complete onerous forms. 

But, worst of all, is the burdensome means test by which debtors have to essen- 
tially prove that they are eligible for bankruptcy relief. One means test form alone 
requires a debtor to answer 57 questions about his or her financial circumstances. 

Certainly, Americans are gravely concerned about our Nation’s health care sys- 
tem. A recent Gallup Survey reported that roughly half of all respondents said that 
they were worried about paying medical costs if they become seriously ill or have 
an accident. 

We should all be concerned about overwhelming medical debt. It is not just a 
problem that afflicts the uninsured. 

Many families who have insurance are still driven into bankruptcy by inadequate 
coverage, combined with rising deductibles, co-pays and premiums. The problem is 
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compounded when industries — such as the automobile manufacturers in my home 
state — lay off thousands of their employees, trim or cut the health benefits of their 
retirees, and force others to accept reduced medical insurance benefits. It’s esti- 
mated that total job losses in the automobile industry since 2000 is about 250,000 
jobs. 

At the same time as hundreds of thousands of Americans are losing their jobs, 
the top executives almost always get bonuses. Here’s just one example. The chief 
executive officer of UAL Corporation, the parent of United Airlines, received com- 
pensation worth $39.7 million in 2006, just after UAL emerged from three years of 
Chapter 11 bankruptcy protection. During the course of its bankruptcy, however, 
UAL terminated pensions for 120,000 workers and shifted $5 billion in pension obli- 
gations to the PBGC, resulting in one of the largest pension defaults in the history 
of the United States, according to the Associated Press. These inequities are as- 
tounding. 

Then, to make matters worse, families — already severely traumatized by their 
health problems — are pushed by our Nation’s health care system into financial dis- 
tress. In addition to dealing with their health concerns, they must also fend off 
harassing calls from debt collectors and struggle just to make ends meet. The emo- 
tional burden of serious medical debt cannot be understated. 

Sadly, these families often become prey for predatory lenders, which only exacer- 
bates their financial distress. Their damaged credit ratings cause them to have to 
pay higher interest rates when they refinance their mortgages or obtain loans. Sure- 
ly, we can see how such circumstances drive American families further into an eco- 
nomic downward spiral into bankruptcy. 

Then, the need to pay medical debt forces many families to forego other necessary 
expenditures, such as required medical procedures, prescription drugs, and even 
food. Americans should not be required to choose between their health care and 
food. 

Indeed, everyone suffers when Americans, even those with full insurance, cannot 
pay their medical debt. Hospitals and other medical service providers must pass 
along the cost of bad debt to those who can pay, resulting in higher prices being 
charged for goods and services. This is a crisis that touches everyone. 

In the recent movie SiCKO, filmmaker Michael Moore brings the medical debt cri- 
sis to life by sharing real stories of Americans who become bankrupt as the result 
of unpaid medical bills. His film makes the tragic human consequences of our bro- 
ken health care system impossible to ignore. 

I am pleased to welcome Donna Smith, who shared her story of sickness and fi- 
nancial ruin in that movie. Thank you, Donna, for turning the pain of your family’s 
crisis into a galvanizing force for fundamental reform so that no other family will 
have to go through what you did. 

Regrettably, this Administration has done little, if anything, in response. My bill, 
H.R. 676, the “United States National Health Insurance Act,” would go a long way 
toward resolving this national crisis. It would establish a program giving Americans 
free health care coverage for all medically necessary procedures as well as for pri- 
mary care and prevention, prescription drugs, emergency care, and mental health 
services. 

H.R. 676 would create a single payer national health insurance program in Amer- 
ica by expanding and improving Medicare. Nobody in America would ever receive 
a medical bill, and therefore, no American would ever have medical debt or have 
to declare bankruptcy because they got sick. No American would ever be turned 
away from a hospital, dentist, pharmacy, or a doctor’s office because they had un- 
paid medical debt. 

Remember that medical debt and medical bankruptcy are uniquely American phe- 
nomena that are a byproduct of our for-profit employer based health care system. 
Medical debt and bankruptcy are simply non-existent in the rest of the industri- 
alized world. 

As we begin deliberations in Congress about how to provide health care to all 
Americans, we must ensure that we do not create a universal health insurance pro- 
gram that simply expands the current flawed system, in which medical debt and 
bankruptcies are the inevitable outcome of a patchwork of unaffordable, non-com- 
prehensive coverage. If we just expand this broken system, it is logical to conclude 
that millions more Americans could be subject to medical bankruptcy or ruined cred- 
it due to medical debt. We certainly do not want to go down that road. 

H.R. 676 is an important first step in helping to resolve the undeniable health 
care crisis in our Nation, but it is not the only step. 

Today, as Chairman of the Judiciary Committee, I have issued a request to the 
Government Accountability Office to help us answer the following critical questions: 
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• How many Americans each year go bankrupt due to unpaid medical debt, and 
how many had insurance at time bankruptcy was declared? 

• How many Americans each year have medical debt placed on their credit 
score? 

• How much do hospitals and physician offices spend each year to pay for debt 
collection agencies to contact delinquent patient accounts for payment? 

• How many Americans each year are denied a mortgage, or denied follow up 
medical care as the result of medical debt? 

As policymakers, we need answers to these questions so that we can we address the 
core problems in an efficient and meaningful way. 

My other goal is to right the many wrongs inflicted by the 2005 Amendments to 
the Bankruptcy Code. Individuals with serious medical conditions should not be 
forced to take credit counseling when all the credit counseling in the world will not 
make one iota of difference in their financial lives. Individuals with serious medical 
conditions should not have to file reams of unnecessary paperwork to prove their 
eligibility for relief. For 25 years since the enactment of the Bankruptcy Code, the 
system worked perfectly fine without these requirements. 

Most importantly, I plan to devise a way to exempt these individuals from the 
onerous means test requirements that plainly are designed to catch the unwary, but 
unfortunate debtor. Obtaining bankruptcy relief should not be more completed than 
filing a tax return, but regrettably it is and we need to fix this problem. 

Yet another proposal that I intend to discuss with my good friends and colleagues 
on the Financial Services Committee — Barney Frank and Maxine Waters — is one 
that would except medical debt from credit reports. 

Our goal as lawmakers should be to once and for all end the medical debt crisis 
through common sense and pragmatic policies so no patient in this country will ever 
suffer financial consequences for getting sick. 

I very much look forward to hearing form our distinguished witnesses today. Let’s 
get to the bottom of the medical debt crisis and come up with concrete public policy 
options that will protect the American people from the powerful economic and finan- 
cial forces that are causing millions to needlessly suffer financial hardships just be- 
cause they got sick. 

No American should have to suffer the indignity of being evicted, not being able 
to buy groceries, or having to delay needed medical care because of medical debt. 
I think we can all agree that it is wrong, immoral, and un-American to allow theses 
conditions to continue in the wealthiest nation in the world. 

Ms. Sanchez. I thank the gentleman for his statement. 

Without objection, other Members’ opening statements will be in- 
cluded in the record. 

[The prepared statement of Mr. Cohen follows:] 

Prepared Statement of the Honorable Steve Cohen, a Representative in 

Congress from the State of Tennessee, and Member, Subcommittee on 

Commercial and Administative Law 

It is a national shame that millions of Americans are being forced into personal 
bankruptcy because of illness combined with either a lack of health insurance or in- 
sufficient health insurance coverage. In a 2005 study by Professor Elizabeth Warren 
and Dr. David Himmelstein, both of whom will be testifying before us today, 46.2 
percent of consumer bankruptcy debtors filed for major medical reasons. Prior to en- 
tering bankruptcy, many of these debtors had no health insurance, and many were 
forced to forgo other life essentials, including food, telephone service, needed doctor 
and dentist visits, and prescription drugs, because of their medical debt. 

The fact that the cost of health care could be so high as to force someone to choose 
between medical care and eating is unacceptable in any civilized society, but espe- 
cially so in the wealthiest nation on earth. That is why I am a cosponsor of H.R. 
676, the United States National Health Insurance Act, which would create a uni- 
versal health insurance program. Contrary to the claims of critics, this is not “social- 
ized medicine.” Rather, it is our fulfillment of a basic obligation to each other as 
Americans to ensure that no one in our society is denied the health care they need 
because they are poor or in difficult financial circumstances. I hope today’s hearing 
will highlight the need for universal health care and the consequences of failing to 
act. 
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Ms. Sanchez. And, without objection, the Chair will be author- 
ized to declare a recess of the hearing at any point. 

I am now pleased to introduce the witnesses on our panel for to- 
day’s hearing. Our first witness is Ms. Donna Smith, a health care 
activist who has tirelessly campaigned for a universal health care 
system. Ms. Smith resides in Aurora, Colorado. 

Our second witness — ^you guys changed your order on me — is 
Professor Todd Zywicki. Professor Zywicki teaches in the areas of 
bankruptcy and contracts at George Mason University School of 
Law. Professor Zywicki was a visiting professor of law at the 
Georgetown Law Center for the 2004-2005 academic year. And in 
2003, he served as director of the office of policy planning at the 
Federal Trade Commission. 

Our third witness is Clifford White, director of the Executive Of- 
fice for U.S. Trustees. Mr. White has previously served as an as- 
sistant United States trustee and a deputy assistant attorney gen- 
eral at the Department of Justice and as assistant general counsel 
at the U.S. Office of Personnel Management. Mr. White was recog- 
nized with a presidential rank award for meritorious executive in 
2006. 

Our fourth witness is Professor Elizabeth Warren. Professor 
Warren joined the faculty of Harvard Law School in 1992 and be- 
came the Leo Gottlieb professor of law in 1995. She is co-author of 
the article, “Illness and Injury as Contributors to Bankruptcy,” in 
MarketWatch and as well numerous award-winning books and case 
books. Professor Warren also serves as the vice president of the 
American Law Institute and is on the executive committee of the 
National Bankruptcy Conference. 

Our fifth witness is Mark Rukavina. Mr. Rukavina is the execu- 
tive director of the Access Project, a national resource center. Mr. 
Rukavina manages multiple aspects of the national program pro- 
viding technical assistance, information, consulting services, and fi- 
nancial support to community-based efforts to expand health care 
access and coverage. Prior to that position, Mr. Rukavina was a 
program director for the Summerbridge community health partner- 
ship. 

And our final witness is Dr. David Himmelstein. Dr. Himmel- 
stein is associate professor of medicine at Harvard Medical School 
and practices primary care internal medicine. He serves as a chief 
of the division of social and community medicine at Cambridge 
Hospital in Cambridge, Massachusetts. Dr. Himmelstein is also co- 
author of the “Illness and Injury as Contributors to Bankruptcy” in 
MarketWatch and has published more than 70 scientific papers, 
books, and articles. 

I want to thank you all for your willingness to participate in to- 
day’s hearing. 

And, without objection, your written statements in their entirety 
will be placed in the record. So we are going to ask you to limit 
your oral testimony to 5 minutes. 

You will note that we have a system of lights that starts with 
a green light. That is your signal to proceed. At 4 minutes, it will 
turn yellow, which is warning you that you have a minute to con- 
clude your testimony. And then when your time has expired, it will 
turn red. 
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When your time is up, we will ask you to just finish the current 
thought that you are on and wrap up the testimony so that we may 
move on to the next witness and each witness can be heard. 

After each witness has presented his or her testimony, Sub- 
committee Members will be permitted to ask questions subject to 
a 5-minute limit. 

Ms. Smith, are you ready now to proceed with your testimony? 
Okay, you are recognized for 5 minutes. And you may proceed. 

TESTIMONY OF DONNA S. SMITH, HEALTH CARE ACTIVIST, 

AURORA, CO 

Ms. Smith. Good afternoon. Madam Chair Sanchez and Com- 
mittee Members. My name is Donna Smith. And I live in the 6th 
Congressional in Colorado. Representative Thomas Tancredo is my 
congressman. 

I commend Representative Conyers on bringing this issue before 
you once again and ask that you try and walk a mile in my shoes. 
It has been a long time since I felt that any of my congressional 
representatives understood what the current health care crisis is 
doing to Americans like me. 

The last elected official who tried to help was Senator Tom 
Daschle of South Dakota who spoke about us on the floor of the 
United States Senate in the spring of 2004 and later offered a 
sense of the Senate resolution proffering that every American 
should have access to the same health care coverage as every 
American and every Member of Congress. The full Senate did not 
agree. And Americans like me languished onward in a seriously 
flawed private health care system. 

My family’s story is included in Michael Moore’s new movie, 
“Sicko.” And though Mr. Moore took just 6 or 7 minutes in the film 
to outline our financial collapse, I can assure you that the health 
and economic disasters that made us perfect fodder for the film un- 
folded much more slowly and painfully than depicted on the mov- 
ie’s screen. 

I want you to fully consider the plight of families like mine, the 
hard-working people you purport to represent here in the people’s 
house. I know many of you receive substantial financial support 
from the health care and pharmaceutical lobbies. But I am asking 
you to remember that you also received substantial funds from me 
and all of my fellow American taxpayers through your salaries and 
benefits. 

We the people are your employers. How did this body so remove 
itself from the reality of the people? 

My family is part of a grim statistic in America. Our health care 
issues and costs drove us to bankruptcy. Yet we were always cov- 
ered by medical insurance. 

The shame of financial failure and bankruptcy should not be the 
end result of heart and artery disease and cancer. It is enough to 
fight those hellacious health battles without also fighting for our fi- 
nancial lives. And tonight thousands of Americans will not rest 
well because they sit on the edge of financial disaster, not because 
they are slackers or welfare cases or poor people with poor ways. 

They sit on the edge because they are sick and you have failed 
to act on their behalf. I urge you to read my written statement for 
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more detailed information on our medical and financial march to 
bankruptcy. 

My husband, Larry, and I have been married for 31 years. We 
have six children and 13 grandchildren. For most of his adult life, 
Larry was a machinist. I stayed at home with our little ones until 
our youngest was two. And then I went back to work. 

Unhappy working minimum wage jobs, I enrolled in college at 
the age of 31 while working full-time as a bank teller and caring 
for my family. I earned my bachelor’s degree cum laude and phi 
beta kappa from Colorado College. I believe in the value of hard 
work. And my parents, including my World War II veteran father, 
instilled in me a strong work ethic. 

My husband and I always maintained health insurance coverage 
for ourselves and our children. But our health did not hold up. 
Larry developed serious coronary artery disease, and I developed 
uterine cancer. 

We struggled against the darkness of bankruptcy for years until 
there was no other reasonable course. We even carried disability 
insurance, but that coverage excluded Larry’s arteries and heart 
issues. So it proved of little value in the worst situation. 

But over the next several years, health premiums, out-of-pocket 
expenses, medicine, and doctor visit co-pays combined with a steep 
reduction in our income forced us into bankruptcy. Our medically- 
related expenses topped $1,000 each month by the year 2003. 

Debt collectors, especially the medical collectors, became rabid. 
Our bankruptcy in 2004 was the only way to stop the garnishments 
and the calls. My shame and my depression was difficult to endure. 

It was not only medical debt in that bankruptcy. Over the years 
and months leading to that point we did whatever we had to do to 
stay afloat. We put food and household items on credit. 

We borrowed against older cars. We ordered needed goods from 
high-interest, high-price mail order firms. So when we reached the 
point of bankruptcy, all of those debts had to be included. No one 
was spared. 

We tapped out family and friends, begged for community bene- 
fits, received food, toothpaste, and toilet paper from a local food 
pantry. And I was working full-time the whole time. 

The worry was exhausting. And the stress did not help the situa- 
tion. Finally, Larry was fired from his job in the spring of 2004 on 
his return from surgery at the Mayo Clinic because his employer, 
the Gold Dust Casino in Deadwood said they could not accommo- 
date his post-surgical lifting restrictions. 

The Mayo Clinic wrote, too, and said they were forgiving or writ- 
ing off the $6,000 left on Larry’s bill after insurance payments, but 
that if we ever wanted to return, we would have to bring the cash 
up-front for our portion of the cost. Larry hasn’t been properly eval- 
uated for his peripheral artery disease since. 

I took Larry onto my group health insurance, and he began the 
application for Social Security disability. His application was ap- 
proved, but he went 6 months with absolutely no income and had 
to wait 2 years to qualify for Medicare health coverage. So our fi- 
nancial condition continued its decline. 
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Congress should also act to fix that deficiency. If an American is 
found to he too ill to work, making that person wait 2 years for 
Medicare coverage is cruel and just plain dumb. 

I even tried opening a small local business with the help of a 
small amount of local economic development funds while I contin- 
ued my full-time work at the newspaper. But the business didn’t 
take off quickly enough. It seemed as if our last hope of saving our- 
selves was doomed. 

Larry got sicker and in February 2006 was told he would need 
yet another heart surgery. This time it took 12 hours to complete 
the quadruple bypass at Rapid City Regional Hospital. Larry was 
in intensive care for days and then home to heal. But that certainly 
pushed our deductible and out-of-pockets right back out of sight 
and reach for my income and his Social Security benefits. We were 
going under all over again just 2 years after bankruptcy. 

Finally, we moved in with our grown daughter in Denver. The 
life we worked so hard to build and the life we fought to save was 
lost. We had failed. The health care system had crushed us. 

Let me say again we are not in “Sicko” because our story is so 
unique. We are in this film because we are not unique. We rep- 
resent what is happening to so many other Americans. 

I want the Members of this Committee to know that if H.R. 676, 
Medical for All, had been in place for us, we would have weathered 
that storm. We are hard working people who under normal condi- 
tions make sound money decisions. But placed under the strain of 
mounting premiums, co-pays, deductibles, and out-of-pockets, we 
did whatever we had to do to stay alive. 

I am so angry with you. I lived the American dream as my father 
taught me and his father taught him. I worked. I educated myself. 
I voted. I bought a home and then moved into a better home. 

I raised my children responsibly. And I served in my community. 
And you left me broken and battered because you failed to act on 
health care reform. 

Just as I have come out of the shadows of economic ruin and 
shame, so, too, will others come forward to hold you accountable. 
Remember the hard-working people who elected you. Their bank- 
ruptcy shame, my bankruptcy shame due to medical crisis really is 
your shame. You are the body that could have acted and have yet 
not done so. 

The current course of inaction takes no courage whatsoever. And 
I know each of you has shown courage in stepping up to serve this 
Nation. I just think many of you lost your way in remembering 
who elected you and who needs your bravery now. 

Please do not ignore those of us who elected you. Please help re- 
duce the bankruptcies filed in this Nation by fixing the broken 
health care system. We will all be better off, individuals and busi- 
nesses. 

And I dedicate this testimony to that of my brave husband, 
Larry, and three other Americans who gave me the courage to tell 
this story to millions with the conviction that it will do some good; 
to my late father, Howard Boyles, who proudly served his Nation 
in the United States Army during World War II and who told me 
that people have died to protect my right and my responsibility to 
speak up; to Senator Tom Daschle, who took an interest in my fam- 
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ily and who spoke up in spite of political consequences; and to an 
eagle scout from Flint, Michigan, named Michael Moore, who re- 
stored my dignity and my voice on a movie screen in Manhattan 
and is keeping his scout’s promise to better his community and his 
Nation. 

Please hold real hearings on H.R. 676 and pass universal single 
payer health care for every American. It is not humane to do other- 
wise. And your constituents deserve your recognition of their hu- 
manity. 

Thank you very much. 

[The prepared statement of Ms. Smith follows:] 

Prepared Statement of Donna S. Smith 

Good afternoon, Madam Chair Sanchez and committee members. 

My name is Donna Smith. I live in the 6th Congressional District in Aurora, Colo- 
rado. My Congressional representative is Thomas Tancredo. 

But it has been a long time since I have felt that any of my Congressional rep- 
resentatives or my U.S. Senators truly understood what the current health care cri- 
sis is doing to Americans like me or acted with courage to correct a crisis that is 
permeating every facet of the American economy. 

The last elected official who took my situation seriously and tried to help was Sen. 
Tom Daschle of South Dakota who spoke about us on the floor of the U.S. Senate 
in spring of 2004. He would later offer a “sense of the Senate resolution” proffering 
that every American should have access to the same health coverage as every mem- 
ber of Congress does at the same cost or better. Unfortunately, Sen. Daschle’s sense 
was not that of the full Senate or of the House. And Americans like me languished 
onward in a private health care system that is driven by profit not health needs. 

Recently, filmmaker Michael Moore visited Washington, D.C., to share with some 
of you the issues and problems featured in his newest film, SiCKO. My family’s 
story is included in SiCKO, and our story represents a horrific set of circumstances 
unfolding in middle class families across this nation. 

Though Mr. Moore took seven or eight minutes in his film to outline our financial 
collapse, I can assure you that the health and economic disasters that made us per- 
fect fodder for film unfolded much more slowly and painfully than depicted on the 
movie screen. Mr. Moore and his production staff did not know much of what is 
shared in this testimony, and I offer it now so that you might more fully consider 
the plight of middle-class American families — the hard-working people you purport 
to represent here in the people’s House. 

And being a part of this film project did not change the cruel reality for us or 
for any of tbe others in SiCKO. We were not paid, and the conditions we faced be- 
fore the film are in most cases very similar to the conditions each of us face today. 
In order for our story to mean something you must act on our behalf. 

I know many of you receive substantial financial support from the health care and 
pharmaceutical industries, and you may feel hard-pressed to look at any plans that 
could put those funds at risk. But I am asking you to consider that you also receive 
substantial funds from me, my neighbors and all of my fellow Americans through 
your salaries and benefits funded by taxpayer funds and you hold office because we 
voted for you. We the people are your employers. 

I find it unacceptable and even difficult to comprehend how you can sit here and 
apparently not understand the severity of the problem. How did this body so remove 
itself from the reality of the people? I commend Rep. Conyers on bringing this issue 
before you once again and ask that you imagine yourselves walking a mile in my 
shoes. 

My family is part of a grim statistic in America. Our health care issues and costs 
drove us to bankruptcy as it has driven an estimated half of those filing bankruptcy 
to that point. And we were always fully covered by medical insurance. By sharing 
our story and our path to bankruptcy, it is my hope and it is my prayer that each 
of you will have the courage you must have to act on behalf of your fellow citizens, 
your constituents and your nation to pass meaningful health care reform. 

If you had made HR676 law when it was proposed back in 2003, I would still have 
my home, my dignity and better health. 

Instead, I come to you today, imploring you to act for the thousands like me who 
elected you and who count upon you to do what is best for our nation. In the course 
of human events today, bankruptcy should not be the end result of heart disease 
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and cancer. It is enough to fight those hellacious health battles without also fighting 
for our financial lives. The shame of financial failure and bankruptcy should not be 
the end result of needing health care in America. If you think it couldn’t happen 
to you or to your family, think again. And tonight when you lay yourselves down 
to rest, know that hundreds of thousands of Americans will not rest well because 
they sit of the edge of financial disaster not because they are slackers or welfare 
cases or poor people with poor ways. They sit on the edge because they are sick and 
because you have failed to act on their behalf 

OUR STORY 

My husband Larry and I have been married for 31 years, and we have six chil- 
dren and 13 grandchildren. For most of his adult life, Larry was a machinist. I 
stayed at home with our little ones until our youngest was two and then like so 
many other American families, we needed the income I could earn and I went back 
to work. 

Unhappy working minimum wage jobs, I enrolled in college and at the age of 31 
while working full time as a bank teller and caring for my family, I earned my bach- 
elor’s degree, cum laude and Phi Beta Kappa, from Colorado College in Colorado 
Springs. I believe in the value of hard work, and my parents — including my World 
War II veteran father — instilled in me a strong work ethic. 

Throughout our early years together and at all times thereafter, my husband and 
I always maintained health insurance coverage for ourselves and our children. It 
was never our expectation that others care for us. We both stayed well-informed and 
exercised our right to vote. We owned our own home and stayed actively involved 
in every aspect of our children’s lives. 

For you to understand, you must realize that the health-related financial trauma 
we experienced does not happen overnight. Good, hard-working Americans like us 
struggle against the darkness of bankruptcy for years until there is no other reason- 
able course. 

Brewing in my husband’s body were the bad arteries that also plagued his father. 
And at age 46, Larry suffered his first significant heart-related difficulties, and he 
underwent his first heart bypass surgery in January of 1990 at Mercy Hospital in 
Miami. His recovery was remarkable at first but then quickly reversed. He was 
wasting away, and by July of 1990, another heart surgeon had concluded that 
Larry’s first heart surgery had been botched. His artery bypass had been placed too 
“proximal” to the initial site of blockage and as his body built scar tissue, the newly 
opened vessel quickly closed again. 

His original doctors did not tell him this. He was told the bad news by Dr. Jack 
Greenburg, also of Miami, who then performed another coronary bypass on Larry 
in July of 1990 just six months after his first. The bills were awful at that time, 
but we managed to argue with some of the docs that since the second surgery was 
due to error in the first, perhaps it wasn’t quite right to bill us twice for the botched 
work. We recovered financially from that only after years of argument and bar- 
tering. No lawsuit was ever filed for the bad operation since Larry recovered and 
lawyers didn’t see a multi-million dollar case or a sizeable enough cash retainer 
from us to proceed. 

I consider the current argument that medical malpractice insurance rates are 
driving the current crisis as ludicrous and only to be believed by simple minds with 
simple ambitions — to protect the powerful and the wealthy by keeping average peo- 
ple from suing. Fixing the health care system for the top tier is as morally wrong 
as ignorance of the problem, but that’s an argument for other, brighter minds than 
mine. 

My husband did recover from those early heart surgeries, though he wasn’t nearly 
as strong. His work would suffer due to his health status in the mid-1990s, but we 
slowly worked our way back from the brink. He had to give up the physically de- 
manding work of machining and worked more menial jobs — pizza delivery, light 
maintenance and eventually cashiering. What a decline of dignity for my proud and 
able husband. Yet he worked doing what he had to do to help support our family. 

I was staying relatively healthy although I had been diagnosed with sleep apnea 
and had to use breathing support at night with both a C-PAP machine and oxygen. 
But I always worked full time too. And I often took on extra projects or part-time 
efforts to supplement our income. 

But in 1998, Larry’s chest pains returned, and he would begin the spiraling down- 
ward that ultimately led him to several cardiac procedures, stent placement and an- 
other heart bypass surgery (the most recent in February of 2006). Our health insur- 
ance premiums were paid through our separate employers based on the most eco- 
nomical and comprehensive coverage we could purchase through these years, 1990- 
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2003. Monthly premiums ranged from $150 to $250 for each of us and though the 
cost seemed high based on our wages, we paid. In the meantime, his need for daily 
medications was also increasing. 

Late in 1999, I reluctantly went to my nurse practitioner with what I thought was 
early-menopausal symptoms. She was going to prescribe some hormonal therapy to 
control severe bleeding but then decided I should be seen by an OB/GYN. Thank 
God her intuition told her to take that course. Within a couple of weeks, I was diag- 
nosed with uterine cancer. It was off to surgery and treatment for me. And I lost 
weeks of work with no way to recover the income. Friends and co-workers donated 
money to help us, but by now our medical problems were taking a heavy financial 
toll. 

Just weeks after cancer surgery, I returned to work where I was caring for devel- 
opmentally disabled young people in a group home setting. I knew I couldn’t afford 
to lose more time from work, and I absolutely could not risk losing my health cov- 
erage, so I went back to the heavy lifting (some of the youngsters weighed more 
than 100 pounds and needed full assistance with basic life functions). It was way 
too soon to return to that sort of work, and though I wore an abdominal brace and 
a back belt to hold my gut together, I developed a huge abdominal hernia in my 
cancer surgery incision site and was back to surgery by the summer of 2000. 

This time I didn’t dare miss much time from work. Just six days after my release 
from the hospital, and against medical advice, I bound my now-surgically-meshed 
belly together and returned to work. I simply could not lose the pay and benefits. 

In the meantime, Larry’s artery problems had extended from already serious coro- 
nary artery disease requiring intervention nearly every six months or so to include 
peripheral artery disease. He was still working full time as a cashier in a Deadwood 
casino named Gold Dust. Because western South Dakota did not at that time have 
vascular specialty ^oups capable of performing the tests Larry needed and because 
our insurance carrier, DakotaCare, had a contractual arrangement with the Mayo 
Clinic in Rochester, Minn., that’s where Larry was sent for further evaluation. 

Because I could not afford to miss any more work, he went alone the first time — 
driving more than 600 miles alone to see the doctors who could potentially treat 
him. I tracked his progress by watching ATM transactions on our bank account as 
he went from place to place on his journey. We had no cell phone or way to contact 
each other without incurring more expense. 

During this period, our insurance premiums mushroomed (in part because we 
were a part of our employers’ group health risk pools). We also now needed several 
prescription medications each month, and our deductibles and out-of-pocket expo- 
sure soared to thousands every year. 

By fall of 2003, we had already sold our modest home to fund our loss of income 
due to Larry’s absences from work and to pay off some of our growing debt. We net- 
ted only $8,000 from the sale. And our monthly health costs (health insurance pre- 
miums, medicine co-pays, out-of-pocket expenses and transportation) swelled to over 
$ 1 , 000 . 

We borrowed money from friends and family, sometimes launching our own ben- 
efit campaigns. It was sickening to beg for money, though folks generally helped 
without judgment. 

When we left for our second trip to the Mayo Clinic, all of our worldly goods went 
into storage, we had no permanent home and we knew only that if Larry was to 
live, we needed to do whatever necessary to make that happen. We spent Thanks- 
giving of 2003 alone in Rochester, Minn., waiting for Larry’s first of two surgeries 
on his iliac arteries. We left the Mayo Clinic just six days after his surgery and 
drove home to South Dakota to get me back to work. He was so ill during the drive 
that we stopped at nearly every rest stop and then made a local hospital the first 
stop back home before checking into a motel where we would live during his recov- 
ery. 

By now, Christmas of 2003, debt collectors had become rabid. They called me at 
work, they demanded sums I could not pay and even with explanations of our med- 
ical situation, they pursued me very aggressively. When a collector representing a 
Rapid City doctor 

who had already been paid thousands by my insurance company served me with 
garnishment papers; I thought I would die of humiliation and terror. My husband 
was very ill. I needed to keep up his insurance and medications, and if I were gar- 
nished, I would not be able to meet that obligation to the man I love. 

We sought the advice of a local attorney to see if we could negotiate something 
with this doctor, but to no avail. Bankruptcy was the only way to stop the garnish- 
ment. Even as quickly as the attorney moved to complete his work, one pay period’s 
worth of garnishment payment was collected from my check. I was horrified as I 
was now the local newspaper editor, and being garnished was simply not good on 
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many levels. But the bankruptcy went through in the spring of 2004, and the calls 
stopped — at least until the next round of medical issues and until the bills begin 
building again. 

It was not only medical debt in that bankruptcy. Over the years and months lead- 
ing to that point, we did whatever we had to to stay afloat. We put food and house- 
hold items on credit, we borrowed against older cars, we ordered needed goods 
through high-interest, high-priced mail order firms. So when we reached the point 
of bankruptcy, all of those debts had to be included. No one was spared. So our 
problems with extreme medical costs and the resulting bankruptcy hurt a wide vari- 
ety of businesses and individuals. Collateral damage of the national health care cri- 
sis, I suppose. 

We had tapped out family and friends, begged for community benefits, received 
food from a local food pantry and yet we were still working. Every available amount 
of expendable income went to medical needs — even rent, utilities and food took a 
back seat. Larry tried his hardest to keep going. His employer followed only the ab- 
solute letter of law in terms of Family Medical Leave time off for illness and did 
nothing to help him. It was very clear that they wanted Larry off of their group 
health insurance sooner rather than later. The worry was exhausting, and the stress 
did not help the situation. My sleep diminished to just two or three hours each night 
as I worried myself sick about what would happen and how I could possibly keep 
Larry from feeling what I felt. 

In April 2004, we returned to the Mayo Clinic for the third and final time. Larry 
had surgery yet again. This time he was told he could return to work in six weeks 
but no heavy lifting was allowed. Without any prior notification as is required by 
the law and on the exact date when his 12-week Family Medical Leave for 2004 
was exhausted, and by way of a certified letter, Larry was fired from his job. They 
said that to accommodate his lifting restriction would be too tough for them. 

We sobbed together. The end of a working man’s life was reduced to a letter full 
of lies delivered on Memorial Day 2004. 

In the meantime, the Mayo Clinic wrote too and said that they were writing off 
or forgiving the $6,000 left on Larry’s bill after the tens of thousands in insurance 
payments but that if we ever wanted to return, we would have to bring the cash 
up-front for our portion of the costs. That ended our ability for Larry to return to 
that fine facility, and he hasn’t been properly evaluated for his peripheral artery 
disease since. 

I took Larry onto my group health insurance, and he began the application for 
Social Security Disability. His application was approved, but he went six months 
with absolutely no income and had to wait two years to qualify for Medicare health 
coverage, so our financial condition continued its decline. Congress should also act 
to fix that deficiency. If an American is found to be too ill to work, making the per- 
son wait two years for Medicare coverage is cruel and just plain dumb. 

I even tried opening a small local business (with the help of a small amount of 
local economic development funds) while I continued my full time work at the news- 
paper, but the business didn’t take off quickly enough. It seemed as though our last 
hope of saving ourselves was doomed. But we aren’t quitters, and we sure gave it 
our all in every way we could think of to pull ourselves out of the financial quag- 
mire. 

Larry got sicker still and in February 2006 was told he would need yet another 
heart surge^. This time it took surgeons 12 hours to complete the quadruple bypass 
at Rapid City Regional Hospital. Larry was in intensive care for days and then 
home to heal. But that certainly pushed our deductible and out-of-pockets right hack 
out of sight and reach for my income and his Social Security benefits. We were 
going under all over again just two years after our bankruptcy. 

One of our grown children offered to have us move into her home in the Denver 
area, and we decided that we had to throw in the towel once and for all. 

The life we worked so hard to build and the life we fought to save for the past 
few years was lost. We had failed. The health care system had crushed us. 

Michael Moore’s film crew came to South Dakota and documented our move. And 
they did so because they felt we represented middle class Americans who though 
fully insured can still lose everything because of health crisis. We packed up our 
stuff and the dog and drove to Denver. I left the editing and reporting I loved and 
the beautiful Black Hills of South Dakota. 

Let me say again, we are in SiCKO not because our story is so unique. We are 
in this film because we are not unique — we represent what is happening to so many 
others Americans. That is sad for us all. I worry every night that somewhere out 
there sits a woman like me who is at the end of her rope and has nowhere to turn. 
She works, so she earns too much for government-based help that do not allow for 
extreme medical emergency, but her pay after paying her insurance premiums is not 
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enough to support her family. And tonight she’ll sit alone and hurting, not knowing 
that I pray for her and for her strength to face another day. 

I want the members of the committee to know that if HR676, Medicare for All, 
had been in place for us, we would have weathered the storm. We are hard-working 
people who under normal conditions make sound money decisions. But placed under 
the strain of mounting premiums, co-pays, deductibles and out-of-pocket costs, we 
did whatever we had to do to stay alive. 

I am so angry with you. I lived the American dream as my father taught me and 
as his father taught him. I worked, I educated myself, I voted, I bought a home and 
then moved up into a better home, I raised my children responsibly and I served 
in my community — and you left me broken and battered because you failed to act 
on health care reform. 

And out there today are hundreds of thousands of people struggling to make ends 
meet at the same time they are dealing with cancers and heart attacks and all man- 
ner of terrible personal health crisis and yet you still fail to act. These people are 
average, middle class Americans like me who want nothing more than to live a good 
and decent life surrounded by friends and family in a modest home with enough 
income to make ends meet. 

I am also a Christian. And I do not know what type of Christianity, if any, the 
current system represents. I hear a lot about family values and respect for human 
life, but are those just empty words said to placate the religious right voting block 
or the powerful pro-life lobby? Other good and decent Christians might not share 
your blind devotion to those points of view. The Christ I learned about as a child 
attending Arlington Heights First United Methodist Church in Illinois and the 
Christ I continue to hear about in Sunday services at Cherry Creek Wesleyan 
Church in Colorado would not allow this to happen to the sick. In fact, I don’t think 
I’ve heard of any religious group that would allow the sick to be so deeply wound- 
ed — and especially not at the hands of other believers. I am asking you to value life 
and to value it outside the womb too. 

And my lobby group will be growing more powerful too. Just as I have come out 
of the shadows of economic ruin and shame, so too will others come forward to hold 
you accountable. My faith demands that I love God with all my heart, and to do 
that I must love my neighbors and care enough to speak up for those too down- 
trodden to speak for themselves. 

But I can only speak here today. You have the power to carry this onward to ac- 
tion. I ask you to search you hearts and your own value systems. Remember hard- 
working people, put yourselves in the shoes of your constituents and act accordingly. 
Their bankruptcy shame due to medical crisis really is your shame. You are the 
body that could have acted and has not. Move forward now, and please do not wait 
for a new president or for favorable political winds. That course takes no courage 
whatsoever, and I know each of you has shown courage in stepping up to serve this 
nation. I just think many of you have lost your way in remembering who elected 
you and who needs your bravery now. 

I dedicate this testimony to my brave husband and three other Americans who 
gave me the courage to tell this story to millions and the conviction that it can do 
some good: 

To my late father, Howard Boyles, who proudly served his nation in the United 
States Army during World War II and who told me that people have died to protect 
my right and responsibility to speak up; to Sen. Tom Daschle, who took interest in 
my family and who spoke up in spite of political consequences; and to an Eagle Scout 
from Flint, Michigan, named Michael Moore who restored my dignity and my voice 
on a movie screen in Manhattan and is keeping his Scout’s promise to better his com- 
munity and his nation. 

And I am asking each of you to honor these Americans with me. Honor them by 
pushing this House to action. Please do not ignore those of us who elected you. 
Please help reduce the bankruptcies filed in this nation by fixing the broken health 
care system. We will all be better off — individuals, small businesses and even your 
corporate friends. 

Please hold hearings on HR676, and pass universal, single-payer health care for 
every American. 

Thank you. 

Ms. Sanchez. Thank you, Ms. Smith, for your courage in coming 
here today to testify. I know it is painful, but we are very mindful 
of the message that you are bringing. 

At this time, I would like to invite Mr. Zywicki to begin his testi- 
mony. 
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TESTIMONY OF TODD J. ZYWICKI, GEORGE MASON 
UNIVERSITY SCHOOL OF LAW, ARLINGTON, VA 

Mr. Zywicki. Madam Chairwoman and distinguished Members, 
it is my pleasure to testify today on the subject of medical debt and 
bankruptcy. I commend this Subcommittee for seriously studying 
this question. 

Medical debt, medical problems, and the rising costs of health 
care are a source of concern for many families today. And sadly 
these problems sometimes land them on the steps of America’s 
bankruptcy courts. It is precisely to deal with these sorts of misfor- 
tune and temporary financial setbacks that we have our honored 
American tradition of the fresh start to allow workers and families 
to get back on their feet. 

At the same time, we are all aware of the economic impact that 
bankruptcy can have on those conscientious doctors, nurses, hos- 
pitals, and other health care providers who deliver our babies and 
even save our lives and those of our loved ones in times of crisis. 
They are entitled to be paid for their valuable services that they 
provide. 

Although it is just and appropriate to preserve the fresh start for 
those overwhelmed by health problems and medical costs, we 
should keep in mind that when some are unable to pay their med- 
ical debts, those costs must be passed on somewhere else within 
the health care system, either to insurers and patients through 
higher costs for services or through lower quality care, innovation, 
and choice. There is no free lunch. 

Consider that every $100,000 discharged in bankruptcy may 
make the difference between a hospital being able to afford an ad- 
ditional nurse for a year or improved patient treatment. Indeed, el- 
ementary economics suggest that on a macro-economic level, an in- 
crease in uncollectable medical debts may exacerbate the problem 
of rising health care costs in the economy. 

Addressing the issue of health care and bankruptcy thus requires 
striking a delicate and complicated balance between the needs of 
innocent families who find themselves in dire straits because of 
medical problems on one hand and the claims of innocent doctors, 
nurses, and hospitals that provide needed and even lifesaving 
health services on the other. 

At the current time, there is little evidence that medical bank- 
ruptcies are creating some sort of crisis for the bankruptcy system 
or that the frequency of medical bankruptcies has been rising over 
time. Current data is sparse and provides a tenuous basis for 
sweeping reforms. And further research is needed. But current 
data does suggest a few tentative conclusions. 

First, some medical data is present in many bankruptcy cases, 
perhaps approximately half of cases. 

Second, in a relatively small number of cases, large medical 
debts are the primary cause of bankruptcy filings. 

Third, in some cases, medical debts combined with other debt 
such as mortgage, automobile or credit card debt to lead to a bank- 
ruptcy filing. 

Fourth, in the overwhelming majority of cases, there is either no 
medical debt at all, or the amount of medical debt present is rel- 
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atively small and unlikely to be the proximate cause of the debtor’s 
bankruptcy. 

Fifth, bankruptcies are insured in general at the same rate as 
the general population. 

Finally, although medical problems theoretically can also con- 
tribute to bankruptcy by leading to unexpected job loss or income 
interruption, empirical studies suggest that this is not a si^ificant 
cause of bankruptcies and the number of bankruptcies attributable 
to this cause does not appear to be growing over time. 

Current law strikes an appropriate balance of these competing 
concerns between innocent doctors and innocent patients. Two 
years ago this body enacted the Bankruptcy Abuse Prevention and 
Consumer Protection Act of 2005 by a bipartisan 70 percent major- 
ity. BAPCPA should be given an opportunity to prove itself before 
Congress once again reopens the question of bankruptcy reform, es- 
pecially in light of the lack of any concrete evidence to indicate a 
pressing problem. 

Under the means testing provisions of BAPCPA, low-income 
debtors, including those who are unable to work because of health 
problems, are entitled to file bankruptcy and discharge their unse- 
cured debts, whether medical or otherwise. High-income debtors 
who can repay a substantial portion of their debts without signifi- 
cant hardship are required to enter a Chapter 13 plan and repay 
as much as they can of their unsecured debts as a condition for fil- 
ing bankruptcy, whether 40, 60 or 80 percent of their outstanding 
unsecured debt. 

Moreover, in calculating the debtors’ income available to repay 
debts in Chapter 13, the law permits a deduction for health insur- 
ance and other health expenses. Finally, a judge retains discretion 
to permit an otherwise ineligible debtor to file a Chapter 7 if she 
can show special circumstances such as notably a serious medical 
condition. 

In short, current law adequately accommodate the claims of 
those debtors laid low by medical problems and expenses and other 
innocent parties who are affected by bankruptcy, including health 
care professionals and other health care consumers. It asks debtors 
to pay what they can and health care providers, consumers, and in- 
surers to absorb the remaining costs. 

Although BAPCPA seems to be accommodating these concerns, it 
has been in operation for less than 2 years. Future research may 
suggest propriety of reconsideration of the issue. 

Finally, we should note that as a result of BAPCPA, the bank- 
ruptcy filing rate has been cut about in half, at least temporarily. 
To the extent that BAPCPA has succeeded in weeding out fraudu- 
lent and abusive filings, which it appears to have done, it would 
be expected that a greater percentage of cases today than in the 
past would involve true medical bankruptcies, even if the absolute 
number of such filings has not increased. Indeed, the primary effect 
of BAPCPA appears to have been to reduce the denominator on the 
filings ratio thereby leading to an increased percentage of legiti- 
mate filings, including medical bankruptcies. 

In conclusion, allow me to offer that if this Committee’s true con- 
cern is not with medical bankruptcies, but with the cost or quality 
of health care in America in general, an issue on which I express 
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no opinion today, it seems obvious to me that tinkering with the 
bankruptcy code is one of the least effective ways imaginable for 
dealing with those issues. 

Thank you. 

[The prepared statement of Mr. Zywicki follows:] 
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Mr. Chairman and Distinguished Members: 

It is a pleasure to testify here today on the subject of “Working Families in 
Financial Crisis: Medical Debt and Bankruptcy.” Medical debt and medical problems are 
a source of concern for many American families today and sadly these problems 
sometimes land American families on the steps of America’s bankruptcy courts. It is 
precisely to deal with these sorts of bad luck and temporary financial setbacks that we 
have our honored American tradition of the fresh start, to allow workers to get back on 
their feet. 

On the other hand, these concerns have been long-recognized by this body in 
American bankruptcy law, and are systematically accommodated in current bankruptcy 
law, including the amendments enacted two years ago by this body with a bipartisan 70% 
majority in the Bankruptcy Abuse Prevention and Consumer Protection Act of 2005 
(“BAPCPA”). For every innocent debtor who has found himself down on his luck as the 
result of illness and injury, there are also innocent doctors, nurses, and health care 
professionals who have provided ameliorating and even life-saving care for the debtor. 
When some bankruptcy filers don’t or can’t pay their bills, those losses are passed along 
in the health care system through higher prices for insurers and other consumers or 
reduced medical services and quality. Every $100,000 discharged rather than paid in 
bankruptcy may be the difference between a hospital hiring a new nurse or the ability of a 
doctor to afford indigent care for another patient. 

Current law strikes an appropriate balance of these competing concerns between 
doctors and patients. Under the means-testing provisions of BAPCPA, low-income 
debtors, including those who are unable to work because of health problems, are entitled 
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to file bankruptcy and discharge their unsecured debts, whether medical or otherwise. 
High-income debtors who can repay a substantial portion of their debts without 
significant hardship are required to enter a Chapter 13 plan and repay as much as they can 
of their unsecured debts as a condition for filing bankruptcy, whether 40%, 60%, or 80% 
of their outstanding unsecured debt. Moreover, in calculating the debtor’s income 
available to repay debts in Chapter 13, the law permits a deduction for health insurance 
and other health expenses. Finally, a judge retains discretion to permit an otherwise- 
ineligible debtor to file in Chapter 7 if she can show special circumstances, such as “a 
serious medical condition.” 

In short, current law adequately accommodates the claims of those debtor laid low 
by medical problems and expenses and other innocent parties who are affected by 
bankruptcy including health care professionals and other consumers. Nor is there any 
evidence that medical bankruptcies are creating any sort of crisis for the bankruptcy 
system or that the percentage of medical bankruptcies has been rising over time. Current 
law balances these concerns well and it is not clear what reforms are necessary at the 
current time. If this Committee’s true concern is not with medical bankruptcies but with 
the cost or quality of health care in America in general, an issue on which I express no 
opinion, it seems obvious to me that tinkering with the Bankruptcy Code is one of the 
least effective ways imaginable for dealing with those issues. 

1 have taught and written extensively on questions related to credit cards, 
consumer credit generally, and the relationship between consumer credit and consumer 
bankruptcies. See An Economic Analysis of the Consumer Bankruptcy Crisis, 99 
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Northwestern L. Rev. 1463 (2005)' and Institutions, Incentives, and Consumer 
Bankruptcy Reform, 62 Washbstoton & Lee L. Rev. 1071 (2005).^ 1 am currently 
working on a book on consumer credit and consumer bankruptcy tentatively titled 
Bankruptcy Tmv and Policy in the Twenty-Fir.st Century to be published by the Yale 
University Press, from which portions of this testimony are drawn. I am honored to have 
the opportunity to share my research with you here today. From 2003-2004 I served as 
Director of the Office of Policy Planning of the Federal Trade Commission. 

How Many Bankruptcies are “Medical Bankruptcies”? 

Health problems theoretically can lead to a household filing bankruptcy in two 
ways, by reducing the ability to work and thus creating an unanticipated disruption to a 
family’s income flow, or an unanticipated budget shock to expenses through high 
uninsured medical bills. In some cases medical problems can create both shocks 
simultaneously, creating a whipsaw effect of both an unexpected income loss and 
unexpected medical bills. In other cases the two effects may offset each other to some 
extent, if for instance, increased expenditures produces higher quality care which results 
in shortened convalescent periods or fuller recoveries, reducing the amount of missed 
income for a worker. 

Thus, medical problems can in theory be a unique contributor to household 
bankruptcy and surely some bankruptcies are caused by this factor. On the other hand, it 
is not clear exactly how many consumer bankruptcies are attributable to this factor, nor is 


' Available at littD://paDcis.ssrn,conVsoB;nar)Cis.cfm?abstrdct id=587901 . 
■ Available al hllD:,7paD ers.s sm.coni.-'soD,'Bapeiis.cfm?abstcacl id= 68148 3. 
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there any evidence that the problem of medical bankruptcies is increasing over time. 
Consider each possible explanation in turn. 

There is No Evidence That There Has Been An Increase in the Frequency or 
Severity of Job Loss or Income Interruption as a Result of Health Problems 

The first way in which medical problems could lead to increased bankruptcies is 
by an increase in the frequency or severity of job loss or income interruption as the result 
of health problems.^ Although this surely is the cause of some bankruptcies, there is no 
evidence that this is an important contributor to many bankruptcies. A study by Ian 
Domowitz and Robert Sartain, for instance, find little correlation of medical debt with 
other sources of financial distress, such as job loss or income interruption,'' Fay, Hurst, 
and White find that health problems by the head of a household or spouse that cause 
missed work are nor a statistically significant factor in bankruptcy filings. ’’ Aparna 
Mathur similarly finds that poor health by the head of the household is not a statistically 
significant predictor of bankruptcy filings.'' She also reports that only six percent of 
participants in the Panel Study of Income Dynamics survey self-reported that illness or 
injury caused their bankruptcy filing and statistical analysis found no significant 
correlation between bankruptcy filings and individuals in poor health. 

These findings are not surprising. Extraordinary advances in medical technology 
have dramatically shortened the recovery time and reduced complications for virtually 

’’ See Aparna Mathur, Medical Bills and Bankruptcy Filings^ American Enterprise Institute (2005), 
available in http://www.aei. org/docLib/2()()6()719_MedicalBillsAndBankmptcy. pdf (finding that losing 
work days due to illness sigiiificaiUly increases the likelihood of filing bankruptcy). 

' Ian Domowitz & Robert L. Sartain, Determinants of the Consumer Bankruptcy Decision. 54 J. Fin. 403, 
413 (1999). 

' Scott Fay ct al.. The Household Bankruptcy Decision, 92 Aitt, EcoN. Rev. 706, 714 (2002). 

See Malliur, Medical Bills and Bankruptcy Filings (suimnariziiig findings ofPSID). 
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every medical procedure over the past few decades, thereby reducing the amount of 
missed work time and hastening a fuller recovery to previous levels of productivity. 
Thus, while some people are forced to file bankruptcy because of job loss or interruption 
as the result of illness or injury, it is doubtful that this number is growing over time. 

Moreover, American households should be much more resilient to temporary 
income interruptions than in previous eras. The past two decades have seen record 
accumulations of household wealth (in stocks during the 1990s and in home values 
throughout the past two decades) and an increased ability to access that wealth in times of 
need (through the development of home equity lines of credit, for instance), that should 
cushion income interruptions. Moreover, the increasing number of two wage-earner 
families obviously has made families more resilient in the face of the loss of one income 
as the result of job interruptions from health problems or any other source. Thus, there is 
little reason to believe that during recent decades there could have been an increasing 
number of medical bankruptcies as a result of an increase in the frequency or severity of 
employment interruptions and consequent unexpected income loss. As noted, empirical 
studies do not identify this factor as an important one and, if anything, the contribution of 
this factor to the frequency of bankruptcies likely has declined over time. 

There is Little Evidence That Medical Debt Is a Major Causal Factor in 
Bankruptcy Filings 

Second, there is no evidence that there has been an increase in the number of 
bankruptcies caused by medical debt. Many empirical studies over the past several 
decades have tried to measure the number of bankruptcies attributable to medical 
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problems. Most studies of bankruptcy filers have failed to find a relationship between 
health debt and bankruptcy, although medical debt does play a role in some bankruptcy 
filings.’ Most studies find no medical debt at all in about half of consumer bankruptcy 
filings and in the overwhelming number of cases where medical debt is listed it is 
relatively small in amount and unlikely to be a significant contributor to the bankruptcy 
filing. 

A recent study of bankruptcy filers by the Department of Justice’s Executive 
Office of the United States Trustee (USTP) is consistent with the findings of most 
studies. The USTP examined the records of 5,203 bankruptcy cases filed between 2000 
and 2002, the most thorough study of the problem to date of those who actually filed 
bankruptcy. It reported that 54 percent of the cases in the sample listed no medical debt, 
meaning that the median amount of medical debt in the study was zero. Medical debt 
accounted for 5.5 percent of total general unsecured debt and 90.1 percent reported 
medical debts less than $5,000, There were a few cases where extremely high medical 
debt likely explained the subsequent filing — one percent of cases accounted for 36.5% of 
medical debt and less than 10 percent of all cases represented 80% of all reported medical 


’ See T|':ri:s.a A. SiJi.i.iv.AN i:'i' ..M,., As Wr: ForCiIVkOur Di'',iru)Rs: B.ankrlficy am) ConsijmI'IR CRi’;i)rr 
TN America 168-69 (1989); Barrv' A, Gold & Elizabeth A. Donahue, Health Care Costs and Personal 
Bankruptcy, 1 J. He.altii Pol,. Pol’y & L. 734 (1982) (finding Uial medical debts are not a major cause of 
bankruptcy); Pliilip SliuclmiaiL The Average Bankrupt: A Description and Analysis of 753 Personal 
Dankruplcy Filings in Fine Slates, 88 Com. L.J. 288, 294-96 (1983) (rindii^ medical debt scheduled in 
o\ cr half of bankruptcies and median medical debt of $567); Philip Shuclunan, A Jersey Debtors, 1982- 
83: An Empirical Study, 15 Seton Hall L. Rev. 541,570-71 (1985) (finding average amount of medical 
bills as expressed as a percentage of total unsecured debt “was relatively sinalf — five percent of total 
unsecured debt); Lany' Sitner et al.. Medical Expense as a Factor in Bankruptcy. 52 Neb. St. Med. J. 412 
(1967) (finding medical debts not to be an important factor in most bankmptcies); see also Melissa B. 
Jacoby et al., Rethinking the Debates over Health Care Idnancing: I'.vidence from the Bankruptcy Courts, 
76 N.Y.U. L. Rev. 375, 378 (2001) (noting dial “[u]nlil Uie 1990s . . . most empirical studies of bankniptcy 
did not find illness, injur\% or medical debt to be a major cause of bankniptcy”). Bur see Susan D. Kovac, 
Judgment-Proof Debtors in Bankruptcy, 65 Am. Bankr. L.J. 675, 709-721 (1991) (Jlnding large amounts 
of medical debt and medical debt present in many cases in her sample, but noting limited abiliU’ to 
generalize from her judgment-proof debtors to the larger population of Americans or bankniptcy fders). 
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debt. Of the minority of cases in the sample with medical debt, the average medical debt 
was S4,978 per case, 78.4 percent reported medical debts below S5,000 (an average of 
$1,212 for this group), and medical debts accounted for 13.0 percent of the total general 
unsecured debt for those reporting medical debt. Thus, even among those who reported 
medical debt, few reported medical debt levels sufficiently high to conclude that they 
were a primary cause of bankruptcy. 

Aparna Mathur’s study using data from the Panel Study of Income Dynamics 
from the 1990s similarly finds little support for the claim that medical debt is the leading 
cause of bankruptcy filings. Only 9 percent of respondents in the PSID claimed medical 
debt as the primary reason for fding and 7 percent claimed it as a secondary reason. Her 
statistical analysis found that medical debts substantially contributed to 27 percent of all 
bankruptcy filings at most, but that medical debts had an impact on bankruptcies 
primarily when combined with other high levels of consumer indebtedness such as credit 
card debts or automobile debt. Where households were not otherwise heavily indebted, 
the addition of medical debt alone had a minimal effect on the likelihood of filing 
bankruptcy. As Mathur concludes, “We find that households with medical debts, in 
addition to other debts, are the most likely to file, while those with primarily high 
medical debts explain relatively few bankruptcy filings.” Thus, the contribution of 
medical debt alone to bankruptcy is difficult to determine. 

Notwithstanding the longstanding consensus that relatively few bankruptcies can 
be reasonably said to be caused by health problems and health costs, a recent study 
nonetheless concludes that approximately half of consumer bankruptcies are caused by 
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medical problems, a twenty-three-fold increase over a twenty-year period.* Both 
conclusions are fundamentally unsupportable, however, and rest primarily on the way in 
which the researchers define and count what constitutes a medical bankruptcy rather than 
an actual increase in the number of bankruptcies caused by medical problems. The 
study’s methodology and conclusions have been uniformly criticized by health scholars'^, 
economists'”, and law professors". Indeed, I have been unable to locate any independent 
researcher unaffiliated with any of the authors of the study who has endorsed the 
methodology or findings of this study. 

The problems with the study’s methodology and conclusions are extensive but are 
not difficult to identify. As a result, T will simply provide a summary of the most glaring 
problems here and refer the Committee to sources cited elsewhere in this testimony for a 
more extensive discussion. As noted, the researchers’ methodology has been roundly and 
uniformly criticized. 

First, the finding that half of all bankruptcies are caused by medical problems is 
based on a fundamentally flawed and over-expansive definition of “medical 


^ See David U. Himmelstein et at. Afarketwatck: Illness and Injury as (hntrihiitors to Bankruptcy. 
Hf.at.th Aff.. Feb. 2, 2005, at W5-63. available at http://wwvv.content.healthaffairs.org/ 

webexclusives. 

See David Dranovc and Michael L. Millcnson, Medical Bankruptcy: Myth V'ersus Fact, 25(2) He.alth 
Affairs 74 (2006); .see also Kevin C. Fleining, Authors Conclusions Not Supported by Study Results. 
Health Affairs cLcttcrs (Feb. 16, 2005); Jeff Lcniicusx, A Cautionary Note o the Number of Health- 
Related Bankruptcies, He.alth Aff .airs cLcttcrs (Apr. 13, 2005). 

Apania Mathur, Medical Bills and Bankruptcy Filings, American Enterprise Institute (2005) (criticizing 
defmition of medical batilcraptcies as "too broad,” noting absence of control group, and concluding that the 
actual number of medical bankmptcies is “much smallef than reported in H iminelstein shidy). 

Gail L. Heriot, Misdiagnosis: .4 Comment on Illness and Injurv^ as Contributors to Bankmptcy' and the 
Medial Publicity Surrounding It, 10(1) Tex. Rev. L. & PouTics 229 (2005); Todd J. Zyvvicki. An 
economic .inalysis of the Con.sumer Bankruptcy Crisis, 99 Northwestern L. Rev. 1463, 1518-19 (2005); 
Todd J. Zyvvicki, Health Problems and Bankruptcy: Are 50% of Bankruptcies Health Related?. Volokh 
Conspiracy, at hUp://volokh.coin/arcliives/archive_2005_02_13-2005_02_19.slUml#1108558247 (Feb. 16. 
2005, 6:50 EST). 
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bankruptcies The researchers, for example, count as “medical bankraptcies” such 
events as gambling addiction, a death in the family, or the birth or adoption of a child, in 
addition to unexpected illness or injury. Many of these are open to question as to 
whether they are properly classified as medical bankruptcies. As Professor Gail Heriot 
notes, “Babies are a financial hardship even when hospitals given them away free” and it 
is hard to see how it is the medical bills that are to blame for a subsequent bankruptcy — 
and still less so when the even is an adoption. Moreover, although some substance 
abusers and gamblers are addicts, it is not clear why all those who gamble their way into 
bankruptcy should be assumed to be gambling addicts and thus classified victims of 
“medical bankruptcy” 

Moreover, they count as a serious medical problem any accumulation of unpaid 
medical bills of over $1000 within two years of bankruptcy. This figure is obviously too 
low of a threshold to try to capture the phenomenon of “medical bankruptcies.” To put 
this figure in perspective, in 2001 average per capita out of pocket health expenses were 
$683 — meaning that during that period the average American spent about 30% more than 
this figure on unreimbursed medical expenses.'^ 

The researchers also report the mean amount of medical debt, which could be 
skewed by a handful of high-debt filers and is irrelevant to the question as each person 
can only file bankruptcy once during the sample period. They do not report any 

See Matluir (“their classification of a medical bankruptcy is too broad”); Fleming (“the very' definition of 
‘medical bankruptcy’ in tliis study is a poor one”); Lemieusx (calling definition of healtli care bankruptcies 
“very' broad"). 

'' . See Health Accounts, at htip://wvTw. ciiis.hiis.gov/statistics/nlre/defaiilt.asp . Overall, in 2001, average 
private medical e.xpendiliires were almost $2500 per person for total private medical e.xpendiliires 
(including payments on health insurance premiums). Total expendihires by individuals, employers, 
government, and philanthropy were over $5000 per person for 2001 . 

They state elsewhere that their finding of out-of-pocket costs of $11,854 “indicates that most famihes 
liad incuiredfar more Ilian $1,000 in oiit-of=pocket costs,” Hiimiielstein et al.. Bankruptcy and Health: 
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evidence on how many filers had substantially more than $1000 in unpaid medical bills, 
the median amount of medical debt, nor the distribution of debt — even after Dranove and 
Millenstein specifically identified this methodological flaw.’’ In fact, as noted above the 
study by the United States Trustee found relatively few filers with substantial medical 
bills and a very small number of filers with very large medical debts. Himmelsein, et al., 
provides no reason to question this conclusion that the problem of large medical debts is 
limited to a relatively few number of filers.’^ 

They also do not control nor even provide any evidence as to the size of the other 
obligations of the “medical bankruptcy” filers. Thus, for instance, a debtor with $1001 in 
unpaid medical bills and $50,000 in student loan debt or tax debt would classify as a 
medical bankruptcy under the authors’ definition. It is not clear why this hypothetical 
situation would be classified as a medical bankruptcy. 

Finally, they do not attempt to control for the possibility of strategic behavior as 
part of pre-bankruptcy planning, such as decisions by debtors to pay secured debts, such 
as mortgages or automobile loans, or nondischargeable unsecured debts, such as student 
loans, instead of medical debt, which is generally unsecured and dischargeable. Such 
strategic decisions would tend to inflate the amount of medical debt in bankruptcy 
relative to its actual proportion outside bankruptcy. 


The yt uthors Reply, He.alth Affairs eLetters (June 8, 2005). But this inference obviously does not 
follow — a liigh m’erage amount of healtli expenses could arise either from each filer having substantial 
medical debt or from a few filers who have extremely high medical debt that pulls up the average for all. 
The United States Tnistee study indicates tliat the latter scenario is more plausible than the former. Again, 
the aulhors provide no evidence regarding the median or distribution of medical debt m their study so they 
have no basis for the inference that they claim is “indicated” by the data. 

Dranove and MiUcnstcin at p. W77. 

The United States Trastee’s offiee also examined almost three times as many petitions as the 
Hiimnelstein study. 
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Nor are the authors’ conclusions supportable, even leaving aside the obvious 
methodological flaws in the study. Among their conclusions are that: “Medical problems 
contribute to about half of all bankruptcies”; “that the number of medical bankruptcies 
had increased twenty-threefold by 2001”; and , “since the number of bankruptcy filings 
rose 11 percent in the eighteen months after the completion of our data collection, the 
absolute number of medical bankruptcies almost surely continues to increase.” All of 
these conclusions are open to question. 

First, the finding that approximately half of all bankruptcies are caused by 
medical problems is unsupportable. Dranove and Millenson note that 28.3 percent of 
respondents in the study stated that illness or injury was a cause of bankruptcy, and that 
the remaining “medical bankruptcies” arose through the authors’ classification of medical 
bankruptcies. As noted, the authors define this second category of bankruptcies unduly 
broadly. In fact, Dranove and Millenson a more reasonable interpretation of 
Himmelstein’s data suggests that about 17 percent of their sample had medical 
expenditure bankruptcies and that even then it is not possible to conclude that medical 
spending was the most important cause of bankruptcy. Tn fact, this estimate of about 
17% approximates the higher end of the range of findings of other studies of bankruptcy 
filers as to the contribution of medical expenses to bankruptcy. There also is no evidence 
that this figure has been growing over time. For instance, Mathur reports that in the PSID 
data she studied, 9 percent of those surveyed self-reported medical bills as the primary 
reason for filing and 7 percent claimed medical bills as a secondary reason, for a total of 


16 %. 
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Second, the finding of a twenty-three-fold increase in medical bankruptcies is 
equally unsupportable. This figure appears to be almost completely the result of a change 
in the way in which the researchers define medical bankruptcies. The baseline for the 
purported twenty-three-fold increase was a finding in the book Ax fVe Forgive Our 
Debtors that only eight percent of bankruptcies were medically-related.” It is not exactly 
clear what was considered to be a “medical bankruptcy" in the earlier study, but it 
appears that the definition was much narrower, and did not include such things as 
gambling addiction or the $1000 threshold. If the $1000 threshold was actually included 
in the earlier study, the authors of the current study do not appear to have adjusted it for 
inflation or growth in income."* In fact. As fVe Forgive Our Debtors seems to directly 
reject the more expansive definition of “medical bankruptcies" of the current study, 
stating: 


Our central finding is that crushing medical debt is not the widespread 
bankruptcy phenomenon that many have supposed. To the extent that the 
typical debtors in bankruptcy are painted as sympathetic characters 
because they are struggling with insurmountable medical debts, these data 
show that “typical” is the wrong adjective. Only a few debtors find 
themselves in such extreme circumstances .... About half of all debtors 
carry some medical debt, and many carry substantial medical debt. 
Although these medical debts are not the obvious cause of the debtors' 
bankruptcies, they are part of their financial troubles.''^ 

The earlier study, like the most recent one, therefore, found medical debt present 
in about half of bankruptcy filings. By contrast, the earlier study concluded that 
relatively small amounts of medical debt were unlikely to be a significant cause of 


Himmelstein et at. supra note 8, at W5-71. 

Per capita income rose from $8476 to $22,851 per year from 1981 to 2001. See U.S. Census Bureau, 
Hisiorical Income Table.s — People, Table P-1, at liUp://\vww.ceiisus.govAilies/incoiiie/luslinc/ pOlar.lilnil 
(last visited Aug. 1, 2005). Mean household income rose from $22,787 to $58,208. U.S. Census Bureau, 
Historical Income Tables — Hoicseholds, Table H-9. at http://www.census.gov/lihes/ 

w W'w7income/luslinc/li09ar.lilml (last visited Aug. 1, 2005). 

Sullivan ET.VL., at 173 (empliasis added). 
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bankruptcy. The authors added, “The central finding is that medical debt is not an 
especially important burden for most debtors.”^'* This earlier approach seems much more 
reasonable than that today. 

Third, the authors also report that bankruptcy filings rose 1 1% in the period after 
the completion of their data collection, meaning that the “absolute number of medical 
bankruptcies almost surely continues to increase.” Since BAPCPA went into effect about 
two years ago, however, bankruptcy filings have fallen approximately 50%-70%. If the 
authors were right about their earlier claim that a continued rise in the bankruptcy filing 
rate signaled an increase in the absolute number of medical bankruptcies, then it logically 
must follow that over the past two years the absolute number of medical bankruptcies has 
been cut in half Alternatively, and more plausibly, the authors’ conclusions about the 
number of medical bankruptcies were simply erroneous in the first place. 

Medical Insurance and Bankruptcy 

Lack of health insurance also can theoretically contribute to bankruptcy filings. If 
a family lacks health insurance, a catastrophic or long-term illness can deplete family 
savings and overwhelm the household with debt. As a result, a lack of health insurance 
may exacerbate the other difficulties created by health problems, such as increased debt 
and reduced income. In fact, however, there is no evidence that lack of medical 
insurance is a major causal factor in bankruptcy filings. Empirical research also finds 
little relationship between lack of health insurance and bankruptcy. Gross and Souleles 
found that a lack of health insurance was not a statistically significant predictor of 


’'M at 170. 
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bankruptcy.*' Economist Joanna Stavins similarly found “no notable difference” between 
the percentage of bankruptcy filers with health insurance and the percentage of the non- 
filers with health insurance.^ Himmelstein et al., find that “medical debtors were no less 
likely than other debtors to have [health insurance] coverage at the time of filing. 

Moreover, there are no macroeconomic trends in health insurance coverage that 
would suggest that lack of health insurance could be a major contributing cause to 
bankruptcy filings. Although the percentage of Americans without health insurance has 
risen gradually over time, this decline in coverage is the result of declining rates of 
health-care coverage among immigrants. The percentage of native-born Americans with 
health insurance has actually risen slightly since the official records began in 1993. The 
percentage of immigrants with health insurance, by contrast, has fallen during this period, 
especially among noncitizens. 


" David B. Gross & Nicholas S. Soulclcs, An Empirical Analysis of Personal Bankruptcy and 
Delinquency, 15 Rev. Fin. Stud. 319, 334-35, tbl.2 (2002). Although they did not find lack of health 
insurance to be a predictor of banlcmptcy. they did find it to be a predictor of credit card default. 

Joanna Stavins, Credit Card Borrowing, Delinquency, and Personal Bankruptcy, New Eng. Econ. Rev., 
July/Aug. 2()()(), at 15, 22. In fact, Stavins found that those who filed bankmptcy in the past were more 
likely lo liave lieallh insurance Ilian Ihose who did not. although they may liave acquired heallh insurance 
after the filing. Id, at 25. Although it is unlikely that bankmptcy filers are more likely to be insured than 
non-filers, Stavins’s findings certainly cast doubt on the claim that they are substantially more likely to lack 
insurance. 

^ Himmelsleiii el al., al W5-66. 
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Health Insurance by Citizenship Status 
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Soun e: ( 'I’liler for Medicare Studies. 

I have seen no reason to believe that the rise in medical bankruptcies has occurred 
only among immigrant groups and not among native'bom Americans, suggesting that the 
absence of health insurance does not appear to be a substantial cause of medical 
bankruptcies While this may raise other public policy concerns, it suggests that lack of 
health insurance is not likely to be causing a rise in medical bankruptcies 


WttAT TO Do .ABOLT MllDtCAL BANKRUPTCtES? 

Leaving aside the factual question regarding the number of “medical 
bankruptcies" there still remains the policy question of what should be done about it 

Medical problems and bankruptcy present a difficult policy decision in that those 
on both sides of the transaction are generally innocent parties One can certainly 
sympathize with a bankruptcy debtor who has been forced to file bankruptcy because a 
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serious medical problem has either resulted in the loss of his job or major medical bills. 
And this is precisely the sort of person for whom bankruptcy is intended and for whom 
the fresh start is particularly important. 

On the other hand, a doctor who performs the service of delivering a healthy baby 
or a surgeon who saves someone after a heart attack certainly seems entitled to be paid 
for his or her services. When a debtor discharges medical debt, those losses must be 
passed on somewhere in the system, either through higher costs for insurers and other 
patients or reduced medical services. $100,000 in discharged medical debt may make the 
difference as to whether a hospital can hire an additional nurse for a year or provide free 
care to indigent patients. It is wholly right and appropriate to allow an innocent debtor a 
fresh start to recover from medical problems and medical bills; nonetheless, we should 
recognize that there are also conscientious health providers and other patients who 
eventually have to foot the bill for this opportunity. For every innocent debtor there is 
also an innocent creditor who provided those services. 

Current bankruptcy law strikes an appropriate balance between these competing 
claims of innocent debtors and innocent providers of health care services. Medical debt 
typically is unsecured debt. Under current bankruptcy law, any unsecured debt incurred 
prepetition is treated the same as any other unsecured debt. In particular, under 
BAPCPA, medical debts are subjected to means-testing as with other unsecured debts. 
Thus, for instance, if a debtor paid for some of his or her health care by incurring credit 
card debt, that too would be dischargeable and subject to means-testing. 

Under the means-testing provisions of BAPCPA, a debtor who earns above the 
state median income is expected to pay what he or she can in a Chapter 13 plan as a 
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condition for filing bankruptcy. A debtor who earns below the state median income, such 
as a debtor who is incapacitated and unable to work because of health problems, can file 
chapter 7 bankruptcy and receive a discharge of her debts. By contrast a debtor who has 
fully recovered and is able to work, but nonetheless has substantial medical bills, is 
required to repay as much as she can, whether 40%, 60%, or 80% in a chapter 13 
repayment plan. 

As this body recognized two years ago in a bipartisan vote with 70% overail 
support, this is a perfectly appropriate and reasonable balancing of the claims of debtors 
in financial distress and the legitimate claims of doctors to be paid for the valuable, and 
even life-saving, services that they provide. 

Moreover, post-petition medical expenses are given special treatment under the 
means-testing provisions of BAPCPA. In determining the debtor’s monthly expenses for 
purposes of applying the means-testing provisions of §707(b), the Code specifically 
subtracts from the debtors income expenses “reasonably necessary” for health insurance, 
disability, insurance and health savings accounts expenses for the debtor, the spouse of 
the debtor, or the dependents of the debtor. §707(b)(2)(A)(ii)(T). The debtor’s monthly 
expenses may also include actual expenses paid by the debtor for reasonable and 
necessary expenses incurred for care and support of an elderly, chronically ill, or disabled 
household member of member of the debtor’s immediate family. §707(b)(2)(A)(ii)(ll). 
Finally, under §707(b)(2)(B), the debtor may rebut the means-test’s presumption of abuse 
by demonstrating special circumstances such as a “serious medical condition” to the 
extent that such special circumstances justify additional expenses or adjustments of 
current monthly income. 
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On the other hand, given the efficacy of BAPCPA in weeding out fraud and abuse 
in the bankruptcy system, it could very well be that the percentage of bankruptcy cases 
today that are attributable to medical problems may be higher in the past. As noted, 
BAPCPA has cut bankruptcy filings in half, primarily by deterring fraudulent and 
abusive filings while preserving bankruptcy relief for those who need it, such as those 
with true medical hardship and overwhelming medical debt. If this deterrence of 
fraudulent filings has resulted in an increased percentage of medical bankruptcies as a 
statistical matter, then it would be expected that the percentage of injured and sick 
debtors would rise, but because of a reduction in the denominator (cases filed), not an 
increase in the numerator. 

In short, the Bankruptcy Code today is well-equipped to deal with the challenges 
of medical bankruptcies. It strikes an appropriate balance between the needs of injured 
debtors and innocent creditors. Debtors today, including debtors with medical debts, are 
gaining the relief that they need while at the same time repaying what they can to doctors 
and medical providers who have offered them necessary and life-saving medical services. 

Conclusion 

Perhaps some here think that medical care is too expensive these days. I express 
no opinion on whether that is the case or if so what should be done to address the 
problem. It does seem obvious however, that bankruptcy law is not the appropriate place 
to try to deal with the problem of an overly expensive health-care system. Bankruptcy 
law should be concerned with striking an appropriate balance between debtors and 
creditors, including those in the health care system. Current law accommodates these 
concerns well and there is no need for further consideration at this time. 
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Chairman CONYERS. [Presiding.] Well, thank you for your testi- 
mony, sir. 

Director Clifford White is the next witness. He oversees bank- 
ruptcy matters in the Federal court and supervises the means tests 
that are administered as part of that process. 

Welcome to the Committee, sir. 

TESTIMONY OF CLIFFORD J. WHITE, III, DIRECTOR, EXECU- 
TIVE OFFICE FOR U.S. TRUSTEES, U.S. DEPARTMENT OF JUS- 
TICE, WASHINGTON, DC 

Mr. White. Thank you, sir. Chairman Conyers and Members of 
the Subcommittee, I appreciate the chance to be here today to dis- 
cuss the role that medical expenses play in consumer bankruptcy 
filings. 

The U.S. trustee program is that component of the Justice De- 
partment with the mission to enhance the integrity and the effi- 
ciency of the bankruptcy system. And our responsibilities range 
from consumer bankruptcy cases to reorganizations of large cor- 
porations. 

I would like to address three aspects of the topic of the hearing 
this afternoon. First, as the Chairman mentioned, one of the most 
significant changes made in the bankruptcy reform law was the es- 
tablishment of a means test. And under the means test, individual 
debtors with income above their State’s median income level are al- 
lowed to deduct expenditures set forth in the statute. Most medical 
expenditures may be deducted. 

If the debtor has income above allowed expenses, the debtor may 
be presumed abusive and the case subject to a motion to dismiss 
by the U.S. trustee. A debtor may rebut that presumption by dem- 
onstrating special circumstances such as a serious medical condi- 
tion. 

As of June 30, 2007, about 8 percent of debtors who filed Chapter 
7 petitions after enactment of the means test had income above the 
State median income level and thus were subject to the full means 
test. Of those debtors, approximately 12 percent were presumed 
abusive. But the U.S. trustee declined to file a motion to dismiss 
in about 22 percent of those presumed abuse cases. And the reason 
for about one out of every five of those declinations was high med- 
ical expenses or loss of income from illness or injury. 

So Congress established an objective system for determining eli- 
gibility but also resided in the U.S. trustee discretion to decide 
whether to seek dismissal, whether a dismissal would be appro- 
priate. Accordingly, debtors who have incurred high medical debt 
or anticipate significant future medical expenditures or who have 
lost income due to medical conditions may be entitled to Chapter 
7 relief irrespective of the means test formula. 

My second point is that the U.S. trustee program does not have 
definitive data on the amount of medical debt owed by consumer 
debtors who seek bankruptcy relief In 2003, however, we did re- 
view a sample of 5,000 cases utilizing data from official records of 
Chapter 7 cases closed between the years 2000 and 2002. 

In general, those data revealed that about 5 percent of total gen- 
eral unsecured debt was medical related. Forty-six percent of the 



42 


debtors listed medical debt. Of those debtors who listed medical 
debt, about 80 percent reported medical debt of less than $5,000. 

Fewer than 1 percent of the cases accounted for more than a 
third of the medical debt. And less than one out of 10 cases, about 
10 percent of the cases, represented about 80 percent of total re- 
ported medical debt. Now, for the most part, this accounting would 
not have identified medical debts that were charged on credit 
cards, placed with collection agencies or paid prior to a bankruptcy 
filing. 

Third and finally, the need for bankruptcy data that is readily 
accessible was recognized by the Congress in Section 604 of the re- 
form law, which provides that the bankruptcy court should make 
data publicly available in an electronic format. This presumably 
would include financial information contained in schedules, state- 
ments, and other documents filed by debtors in bankruptcy court. 

Although medical debt is difficult to identify with precision on 
the current official forms, there may be ways that such data can 
be made more accessible for policy makers, for administrators, and 
researchers. The U.S. trustee program, for example, has been work- 
ing with the administrative office of U.S. courts and the Judicial 
Conference of the United States on an automation solution which 
entails the tagging of data on bankruptcy forms. The resulting 
data-enabled, or so-called smart forms, among other things, would 
allow a computer system to automatically aggregate and simplify 
review of data. 

Data-enabled technology would allow researchers and others to 
more easily identify cases with high medical expenses and other 
features. In addition, much of the means tests which we perform 
could be done through data tagging allowing the program to per- 
form its duties more effectively and allowing debtors to know ear- 
lier in the process whether the program will deem their case to be 
presumed abusive. 

The courts adopted a jointly developed technical standard for 
data tags about 2 years ago but has postponed their widespread 
use pending further study. If the courts ultimately adopt this new 
technology as a mandatory standard, then bankruptcy administra- 
tion will be streamlined and policy makers will have more informa- 
tion to evaluate the effectiveness of the system. 

In sum, the U.S. trustee program is committed to improving con- 
sumer bankruptcy case administration for the benefit of debtors, 
creditors, and the public. And this will include the exercise of ap- 
propriate discretion in evaluating bankruptcy cases that exhibit 
substantial medical debt. 

I would be happy to answer any questions from the Sub- 
committee. Thank you. 

[The prepared statement of Mr. White follows:] 
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Madam Chairman and Members of the Subcommittee, 

Thank you for the opportunity to appear before you to discuss the role that medical 
expenses play in consumer bankruptcy filings. The United States Trustee Program (USTP or 
Program) is the component of the United States Department of Justice with the mission to 
enhance the integrity and efficiency of the bankruptcy system,- The Program’s responsibilities 
include consumer bankruptcy cases and reorganizations of large corporations that seek 
chapter 1 1 relief. As the primary enforcer of many of the key consumer provisions of the 
Bankruptcy Abuse Prevention and Consumer Protection Act of 2005 (BAPCPA), each of the 
Program’s 95 field offices, and the private trustees whom we appoint and supervise, are called 
upon to review individual debtors’ financial circumstances and to determine whether the 
bankruptcy relief sought is appropriate or an impermissible abuse of the bankruptcy system. 

- The USTP has jurisdiction in all judicial districts except those in Alabama and North Carolina. 
The duties of the USTP are set forth in titles 1 1 and 28 of the United States Code. In addition to 
specific statutory duties and responsibilities. United States Trustees “may raise and may appear 
and be heard on any issue in any case or proceeding under this title but may not file a plan 
pursuant to section 1 121(c) of this title.” 1 1 U.S.C. § 307. 

- I - 
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Most consumers seeking bankruptcy protection file under either chapter 7 or chapter 13 
of the Bankruptcy Code. Chapter 7 provides for the liquidation of a debtor’s nonexempt 
property and the distribution of the proceeds to creditors. In more than 9 out of 1 0 chapter 7 
cases, all of the debtor’s assets are exempt. Chapter 13 provides for repayment of all or part of 
the debts over a three to five year period, but the debtor retains all of his or her assets. Under 
both chapters, debtors receive a discharge of most kinds of unsecured debt. 


Under the new section 707(b) of the Bankruptcy Code, Congress imposed a more 
objective and transparent test to determine eligibility for relief Individual debtors who file 
under chapter 7 are now subject to a “means test” to determine their disposable income. Debtors 
with income above their state’s median income level are allowed to deduct expenditures set forth 
in the statute. If the resulting disposable income is more than $110 per month, the debtor may be 
“presumed abusive” and the case subject to dismissal. In determining allowable expenses, the 
BAPCPA mandated the use of standards developed by the Internal Revenue Service (IRS) for 
certain expenses. The IRS standards also are used to provide the framework for determining the 
amount of disposable income that a debtor would be required to pay to unsecured creditors in a 
repayment plan.- 


- Based upon data compiled for a report to Congress from the Director of the Executive Office 
for United States Trustees on the impact of the IRS Standards, as required under 
section 103(b)(1) of the BAPCPA, the USTP found that the IRS standards allow above median 
chapter 13 debtors to deduct an average of $490 in expenses more than the amount that debtors 
report they actually spend. As income rises, the differential becomes smaller. This means that 
the IRS standards have a progressive impact on above median debtors, such that those with lower 
incomes are treated more favorably than those with higher incomes. The USTP’s report is based 
upon data collection and analysis performed under contract by the RAND Corporation. 


- 2 - 
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Within ten days after a statutorily required meeting where creditors, private trustees, and 
the United States Trustee may question a debtor under oath, the United States Trustee must 
detennine if a case is “presumed abusive.” Within thirty days thereafter, the United States 
Trustee must file a motion to dismiss the case or a statement explaining why a motion would not 
be appropriate to file. 1 1 U. S.C. § 704(b). A debtor may rebut a presumption of abuse “by 
demonstrating special circumstances, such as a serious medical condition,” to the extent such 
special circumstances justify additional expenses or adjustments of current monthly income “for 
which there is no reasonable alternative.” 1 1 U.S.C. § 707(b)(2)(B)(i). 

From October 1 7, 2005, to June 30, 2007, approximately eight percent of debtors who 
filed chapter 7 petitions had income above the state median income. Of those debtors, 
approximately 12 percent were “presumed abusive.” The United States Trustees declined to file 
a motion to dismiss in approximately 22 percent of those cases.- The reason for almost one out 
of every five declinations was high medical expenses or loss of income from illness or injury. 

To provide just one example, a United States Trustee declined to seek dismissal of a case 
involving married debtors where the wife suffered from degenerative epilepsy that rendered her 
unable to work and required her husband to reduce his work hours to provide care for her. Given 
the progressive nature of the wife’s condition, the United States Trustee determined that it was 


- United States Trustees are now filing motions to dismiss chapter 7 cases at about twice the 
rate as were filed prior to enactment of the BAPCPA (i.e., about eight motions to dismiss per 
1,000 cases versus about four motions to dismiss per 1,000 cases pre-BAPCPA). These numbers 
include motions brought in “presumed abusive” cases under section 707(b)(2), as well as 
motions brought under the “totality of the circumstances” standard established under 
section 707(b)(3). 
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unlikely that the husband would earn income at the same level he did prior to their bankruptcy 
filing. 


The Program believes strongly that the Congress established an objective system for 
determining eligibility, but also resided discretion in the United States Trustee to decide whether 
dismissal would be “appropriate.” Accordingly, debtors who have incurred high medical debt or 
anticipate recurring significant medical expendimres may be entitled to chapter 7 relief 
irrespective of the “means tesf ’ formula. 

The USTP does not have definitive data on the amount of medical debt owed by 
consumer debtors who seek bankruptcy relief. In 2003, the Program reviewed a sample of more 
than 5,000 bankruptcy cases utilizing data from official records in no-asset chapter 7 cases 
closed between 2000 and 2002. In general, the data describing medical-related expenses 
contained in official documents filed by chapter 7 debtors revealed that slightly more than five 
percent of their general unsecured debt was medical related. Forty-six percent of the debtors 
listed medical debt. Of those debtors listing medical debt, about 78 percent reported medical 
debt of less than $5,000. Fewer than one percent of the cases accounted for over one-third of the 
medical debt. Less than 10 percent of the cases represented about 80 percent of all reported 
medical debt. For the most part, this accounting would not have identified medical debts 
charged on credit cards, placed with collection agencies, or paid prior to a bankmptcy filing. 

The need for bankruptcy data that is readily accessible was recognized by Congress in 
section 604 of the BAPCPA which provides, in pertinent part, that “the national policy of the 
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United States should be that all data held by bankruptcy clerks in electronic form . . . should be 
released in a usable electronic form in bulk to the public, subject to such appropriate privacy 
concerns ...” Debtors’ financial information is contained in schedules, statements, and other 
forms filed by debtors in the bankruptcy court. Although medical debt is difficult to Identify 
with precision on the current official bankruptcy forms, there may be ways that such data can be 
made more accessible for policymakers, bankruptcy administrators, and researchers. 

The USTP has been working with the Administrative Office of the United States Courts 
and the Judicial Conference of the United States on a new automation solution which entails the 
“tagging” of data on bankruptcy forms. “Data-enabled” or “smart” forms, among other things, 
would allow a computer system automatically to route filings into identified categories and to 
simplify the review of data. With appropriate changes to bankruptcy forms, data-enabled form 
technology would allow researchers and others to more easily identify cases with high medical 
expenses, domestic supports orders, or other features. In addition, much of the “means tesf’ 
could be performed through data tagging, thereby allowing the USTP to perform its duties more 
effectively and allowing debtors to know sooner in the process whether the USTP will deem 
their case to be “presumed abusive.” The Administrative Office adopted the jointly developed 
data-enabled technical standard approximately two years ago, but postponed its widespread use 
pending further study. If the Judicial Conference ultimately grants the USTP’s request for the 
adoption of data-enabled forms as a mandatory standard (with appropriate exceptions), then 
bankruptcy administration will be streamlined and policymakers will have more information to 
evaluate the effectiveness of the bankruptcy system. 
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The USTP is committed to improving consumer bankruptcy administration for the benefit 
of debtors, creditors, and the general public. This includes the exercise of appropriate discretion 
in evaluating bankruptcy cases that exhibit substantial medical debt. 


T would be happy to answer any questions from the Subcommittee. 
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Chairman CONYERS. Thank you very much. 

Well, we have had Donna Smith already. We now go to Professor 
Elizabeth Warren of Harvard. 

We are so glad to have you here. And you may proceed with your 
testimony. 

TESTIMONY OF ELIZABETH WARREN, HARVARD LAW SCHOOL, 

CAMBRIDGE, MA 

Ms. Warren. Thank you. And thank you, Congressman Conyers, 
for inviting me here to talk today about an important problem fac- 
ing hard-working Americans. 

No family wants to file for bankruptcy. Bankruptcy is an unmis- 
takable sign of failure. It is an indelible mark that will be remem- 
bered long after the creditors have moved on and the court records 
have been archived. 

It is costly financially and also often costs families their dignity. 
Moreover, it doesn’t solve the problem. As Ms. Smith pointed out, 
the medical bills can still stack up post-bankruptcy. And yet Con- 
gress in its wisdom has decided to lengthen the time before a fam- 
ily can file for bankruptcy a second time. 

For a family facing bankruptcy in the aftermath of a medical 
problem, the pill is especially bitter. Whether the problem was one 
of chronic disease or sudden accident, the typical family is already 
exhausted when it tries to cope with unpaid bills, indecipherable 
charges, a maze of insurance payments and denials, and time lost 
from work. Financial problems piled on top of health problems can 
be overwhelming. 

For too many hard-working middle class families, a single diag- 
nosis or accident can mean financial ruin. Even a relatively routine 
problem such as an appendectomy or long-term care from diabetes 
can be enough to over-stretch a family budget. I will focus today 
on data that my coauthors and I have developed about families 
that file for bankruptcy and briefly note several other studies that 
have similar sorts of results. 

But I want you to keep one thing in mind. When we look at 
bankruptcy, we are looking at the tip of a very large iceberg. 
Economists estimate that for every family that goes into bank- 
ruptcy, there are another 16 families who would benefit financially 
from filing if only they were willing to do so. How many more fami- 
lies are struggling beyond that? We are getting a peek at different 
pieces of the data. And I will try to mention some of those near the 
end. 

So let us start with the numbers. About half of all the families 
filing for bankruptcy do so in the aftermath of a serious medical 
problem. Here is the breakdown. 

We start with families’ own description. That is we ask the fami- 
lies, and they tell us. Forty-six percent of the families filing for 
bankruptcy tell us, as Ms. Smith did, that medical problems were 
at least a part of what drove them into bankruptcy. That is the 
first, the pale blue, bar on the figure on the chart on the left. 

We also looked at the financial impact of medical problems from 
other perspectives. We saw there that about one in five debtors, 21 
percent of the debtors from the core sample, indicated that they 
had lost at least 2 weeks of income because of a medical problem. 
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Sometimes it was the worker who was ill or injured. Sometimes it 
was parents who had to lose time to deal with children who were 
ill or with elderly parents of their own. 

Some filers mortgaged their homes in order to pay off medical 
debts, 2 percent of the total sample, about 4 percent of all of the 
home owners. There are many overlaps among the categories, but 
the bottom line is the dark blue bar on the right. If we count those 
categories together, self-report, mortgaging a home to pay for med- 
ical bills, and missing at least 2 weeks worth of work, we end up 
with 56 percent of the families in bankruptcy in the aftermath of 
a serious medical problem. 

Now, we could take even more perspectives on this. Two percent 
of the sample identified that alcohol and drug problems were a rea- 
son for filing. For parents who explained that they had bankrupted 
themselves putting teenage children through substance abuse reha- 
bilitation programs, this would seem to be an appropriate inclu- 
sion. 

One percent of the families identified a family member’s gam- 
bling problem as a reason for filing. Recognizing that families get 
left behind financially when a spouse or parent goes on a gambling 
binge, loses the house, and leaves everyone deep in debt. Twenty- 
six percent of the core sample reported having unpaid medical bills 
at the time of their filing in excess of $1,000. The median debt was 
over $11,000, very close to Ms. Smith’s $1,000 a month. 

If we included this measure, then the proportion of families filing 
for bankruptcy would rise from about half to about two-thirds. Dif- 
ferent people may have different opinions on whether to include 
them. I am simply trying to get all of the data out there. 

I should point out that our data are not inconsistent with other 
studies. For example, a study that may be particularly interesting 
to Congressman Cannon, a new study from Utah reported just 2 
weeks ago reports that 61 percent of families file bankruptcy in the 
aftermath of serious medical problems. That follows-up on an ear- 
lier Utah study showing that 60 percent of the families were in 
bankruptcy following serious medical problems, an especially poign- 
ant point in Utah, since Utah has one of the highest bankruptcy 
filing rates in the country. 

A Delaware study concludes that based on court record data 
alone that large medical bills led to a 50 percent increase in the 
likelihood of filing for bankruptcy. An Illinois study shows that 58 
percent of bankruptcy filings involved medical debt. Researchers 
specifically noted this numter does not include medical debt that 
was paid with credit cards or by borrowing from a loan company. 

An upstate New York study found 58 percent of the families in 
bankruptcy were dealing with medical debt. Some of the research 
has focused on particular illnesses. For example, those with cancer 
indicate that their bankruptcy filing rate is about 3 percent, much 
higher than the national average. 

I just want to point out a little larger context and then I will 
stop. And that is the data in bankruptcy are there because of the 
data in the population generally. I just pick a few. 

Seventy-seven million Americans aged 19 and older, that is two 
out of every five adults, 37 percent of the population, report that 
they have difficulty paying medical bills and have accrued medical 
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bills they cannot pay. Twenty-one percent of non-elderly adults 
have been contacted by a collection agency over a medical bill with- 
in the past 12 months. Forty-four percent of medical debtors had 
credit card debts higher than $10,000. 

Forty-six percent of those in a Baltimore study report currently 
owing money from medical debts they cannot pay. Forcing families 
into bankruptcy is not an answer. 

Just last week, Bill Novell!, the CEO of AARP, cited a Gallop 
survey across the country in which he noted that almost half of all 
Americans are worried about paying medical costs if they become 
seriously ill or have an accident. Mr. Novell! urges the millions of 
AARP members to make health care reform their number one issue 
in the 2008 elections. 

Like Ms. Smith, I ask Congress to act to protect American fami- 
lies from the financial fallout of our current health care system. 

[The prepared statement of Ms. Warren follows:] 
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Introduction 

No family wants to file for bankruptcy. Bankruptcy is an unmistakable sign of 
failure; an indelible mark that will be remembered long after the creditors have moved on 
and the court records have been archived. 

For a family facing bankruptcy in the aftermath of a medical problem, the pill is 
especially bitter. Whether the problem was one of chronic disease or sudden accident, 
the typical family is already exhausted when it tries to cope with unpaid bills, 
indecipherable charges, a maze of insurance payments and denials, and time lost from 
work. Financial problems piled on top of health problems can be overwhelming. 

For too many hard-working middle class families, a single diagnosis or accident 
can mean financial ruin. Even a relatively routine problem such as an appendectomy or 
the long-term care of diabetes can over-stretch a family’s budget. Today, T will focus on 
data developed by my coauthors’ and myself that document the difficulties facing these 
families. 1 will also briefly note other studies with different designs and different 
populations, taken over somewhat different time periods. These studies reveal similar 
problems. 

Together, the work of many researchers strongly suggests that America is facing a 
crisis in health care. The current system for paying for medical care is bankrupting hard- 
working, middle class families. Since 2000, an estimated five million families have filed 
for bankruptcy in the aftermath of serious medical problems.^ According to economists, 
for every family filing for bankruptcy, another sixteen families are in serious enough 
financial trouble that they would benefit from bankruptcy if only they were more willing 
to file.^ The current health care finance system is bankrupting hard-working, play-by- 
the-rules American families. 

The families that file for bankruptcy not concentrated among the chronically poor. 
Instead, they are people who have been to college, who have gotten decent jobs, and who 
have bought homes and started families.’’ Most are wage-earners, although about one is 
seven has started a small business." In other words, when measured by the most enduring 
criteria, they are our neighbors and friends, a sample of middle class and working class 
America. Right up until the bills piled up or the time lost from work left them unable to 
cover basic expenses, most of these families never dreamed they would end up in a 
bankruptcy court. 


Filing for Bankruptcy in the Aftermath of Medical Problems^ 

About half of all families filing for bankruptcy do so in the aftermath of a serious 
medical problem.^ This was the conclusion of Drs. Himmelstein, Thorne, Woolhandler 
and myself in a scholarly article published in Health Aj^iiirs^ We reported on the concept 
of a medical bankruptcy — that is, a bankruptcy filing that was significantly influenced by 
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the medical problems facing someone in the family. The research for that article, as well 
as for subsequent work by Professor Melissa Jacoby and myself, was grounded in the 
2001 Consumer Bankruptcy Project. Details of that study are available in several 
publications.® 1 am here today to provide more analysis of those data and to summarize 
other studies of the relationship between getting sick and going broke. 

The research method for the Consumer Bankruptcy Project relies heavily on self- 
reporting by debtors through written questionnaires and extended follow-up telephone 
surveys. It is possible that debtors perceive the role of medical problems differently from 
an omniscient observer. Some might overstate the role of ill health, believing it to be a 
more acceptable explanation than, for example, overspending.'" Overstating is more 
difficult in the context of highly detailed questions over a period of time, as in the 
telephone surveys, but nonetheless is possible." Of course, the role of medical problems 
may be understated in other respects. Some filers did not finish the written questionnaire 
and thus did not respond at all to the last question that asked them to indicate reasons for 
their bankruptcy filings; we count them as not having a medical reason for filing on the 
basis of their non-response, although in reality we do not know that to be the case."^ In 
addition, some debtors did not characterize their problems as medical-related even when 
health difficulties set their problems into motion. For example, some e.xplained their 
bankruptcy filings as attempts to save their homes from foreclosure; only later, in detailed 
questioning, would it emerge that the now-defaulted mortgage had been taken out to pay 
big medical bills. Others attributed financial downfall to large credit card debts or time 
off from work, obscuring what others might have considered medical reasons. Tn 
addition, debtors who participated in the telephone survey had a disincentive to report 
medical -related financial problems. Any respondent who said that medical problems did 
not play a role in their bankruptcies was not required to sit through another half an hour’s 
worth of probing and sometimes embarrassing questions.*'’ 

For these and other reasons, it is challenging to determine which debtors can be 
said to have “medical bankruptcies, ”*'* We recognize that different researchers might 
make different judgment calls about which debtors should be included in this category 
and which should not. To make the data as useful as possible for the Congress and for 
other readers and policymakers, various breakdowns of the data are offered here. 

In the written survey, about 27% of the debtors from the core sample indicated 
illness or injury as a reason for filing bankruptcy, 7% identified the birth of a child as a 
reason for filing bankruptcy, and another 7% explained that a death in the family - which 
studies in the past have interpreted to have a medical component - precipitated their 
filings.*" Among those from the core sample who also took the telephone survey, about 
35% of the debtors indicated that illness or injury of self or family member, addition of a 
family member, or death of a family member as a reason for their banlcruptcy filings.*" 
Debtors were asked a similar question in the telephone survey. When responses from the 
written questionnaires are combined with the telephone surveys, about 46% self- 
identified a medical reason of some kind (birth, death, illness, or injury) among their 
reasons for filing bankruptcy.*® 
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Figure 1: Debtors identify Medica! Reasons 
Behind Bankruptcy Filing 
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Our study collected other indications of medical -related financial distress whether 
or not the debtor self-identified medical reasons for filing. In the written questionnaire, 
about one in five debtors (21%) from the core sample indicated that they had lost at least 
two weeks’ income because of a medical problem.'* For some, the primary wage earner 
was ill, and for others, it was a child, spouse or elderly relative who required care. Either 
way, we surmised that the loss of at least two weeks’ income constituted a hard financial 
blow for families with modest incomes. 

Some filers mortgaged their homes in order to pay off medical debts. The 
numbers were modest — 2% of the total sample, about 4% of the homeowners surveyed — 
but the impact on the family finances could be quite serious.'"' Many of those who 
mortgaged their homes or lost time from work self-identified as filing for bankruptcy at 
least in part because of medical problems. But some did not. Combining the data from 
self-identifiers, as depicted in Figure 1, with these other filers increases the total 
percentage of medical-related filers to 56%. 
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Figure 2: Medical Reasons Plus Medicai4leiated Job 
Loss and Mortgages 



Debtors' Los! 2+ Weeks for Mortgaged House Totai*** 
IdenttficaSori"'* Medioai Reasons* to Pay Pvtedical 

Debts* 


Source: 2001 Consumer Banknote)’ Project 
QuesTtoTimiie, jV= 1220; ***Photie'Whn€fi ComOmed, A' = 602) 

Other responses from filers also produce inferences of medical-related financial 
problems. For example, some researchers may want to include the 2 % of the sample that 
identified alcohol and drug problems as a reason for filing,™ For parents who explained 
that that they had bankrupted themselves putting their teenaged children through 
substance abuse rehabilitation programs, this would seem to be an appropriate inclusion. 
Similarly, other researchers would want to include the 1% of the sample who identified a 
family member’s gambling problem as a reason for filing, recognizing that some families 
get left behind financially when a spouse or parent goes on a gambling binge, loses the 
house, and leaves everyone deep in debt. In addition, about a quarter (26%) of the 
debtors in the core sample reported having medical bills in excess of $1,000 that were not 
covered by insurance in the two years before filing.^* 

Not all researchers would agree with a decision to include filers from these three 
categories in counting medical-related filings if the respondents did not also offer other 
indications of medical -related bankruptcy filings, as reported in Figure 2. To make the 
data as accessible as possible, we present our report both ways. If we exclude these 
three measures, the proportion of families filing for bankruptcy in the aftermath of a 
medical problem is 56%; if they are included, the number climbs to 63%. 
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i'*Wrftrm Qu&jtionmif^, N= 1250; *^*PhotitR'Writtm Ccinbrned, N= 602) 


By any analysis, this study documents that a substantial number of families file 
for banlauptcy in part to deal with the fallout from medical problems. If the proportions 
we observed in the 2001 Consumer Bankruptcy Project were representative of 
banlcruptcy filers nationwide, this would mean that an estimated 668,000 to 915,000 
families filed for bankruptcy in a single year, 2001, at least in part due to medical-related 
financial distress. These numbers pale in comparison with the debtors who have 
similar problems but who stay out of bankruptcy By any analysis, the indication of 
widespread economic stress is unmistakable. 


Sources for Medical-Related Indebtedness 

No doubt, hospital bills can be burdensome financially. Among a subset of the 
telephone survey medical sample who indicated that they incurred a significant medical 
debt, 42.5% identified hospital bills as the single biggest expense,^'* and some of these 
people might fit the profile of the patients featured in the news media. The role of 
hospital bills must be kept in perspective, however. If 42.5% of these filers identified 
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hospital bills as their single biggest evpense. there would still be nearly 60% whose 
biggest expenses were something other than a hospital bill For example, as shown in 
Figure 4 below, about one firth (2 1%) identified prescription drugs as their biggest 
expense ” One fifth (20%) identified doctor bills as their biggest expense ^ 


Figur* 4: Largest Bills Not Covered by Insurance 
Among Filers with Significant Medical Expenses 
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The fact that hospital bills are one of many type of significant medical expense for 
individuals of modest means should not be surprising For example, consumer's out-of- 
pocket payments to hospitals are a tiny fraction of overall out-of-pocket payments in the 
United States ^ Doctor visits far exceed hospital visits ^ Studies in the medical literature 
have emphasized the role of iKm-hospital medical expenses when they es aluate cost- 
related under-use of health services and drugs ” In one recent study, the overwhelming 
majority of older Americans in the study reported no out-of-pocket expenses for hospital 
or nursing home care, but most had other kinds of out-of-pocket medical expenses " 

Many families turn medical bills into ordinary consumer credit About three in 
ten (29 3%) of cases from the telephone survey medical sample reported use of credit 
cards for medical expenses ” Although the daui are not sufficiently detailed to determine 
whether the bills were big or small, paid off quickly or strung out over time,^ this 
percentage suggests that a substantial portion of the debt listed in bankruptcy may appear 
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to be for ordinary consumption when, in fact, it is for medical services that were paid 
with ordinary credit. 

Some families go into debt more deeply to try to pay medical bills. About 2% of 
all homeowners in the written questionnaire sample mortgaged their homes to pay 
medical bills. Among homeowners who had taken second or third mortgages on their 
homes, 15% had taken this step to finance their medical expenses.^’ Tn the telephone 
survey medical sample, 13.8% of bankrupt homeowners with high cost mortgages cited a 
medical reason for the loan.^'' They have taken a trip through bankruptcy and may owe 
nothing directly to a health care provider, but these debtors will lose their homes if they 
do not repay this medical-related mortgage debt in full. 

Bankruptcy filers are not alone in their use of consumer credit for medical 
expenses. Nationally representative studies have found families using personal loans, 
credit cards, and mortgages to finance medical bills.^^ According to Visa, patients 
charged $1 9.5 billion in health care services to Visa cards in 2001 , which was made 
possible by the fact that most medical practices now accept credit cards. A study by 
Demos reported that 29% of low and middle income households with credit card balances 
reported that medical e.xpenses contributed to their current debt loads.’’ 

In addition to the use of general purpose credit for medical care, medical 
providers may have unpublicized and informal relationships with lenders to provide 
credit to their patients to finance their care."*® Further, lenders offer medical-specific 
products. Examples of medical-specific credit products and receivables arrangements 
with providers include the Citi® Health Card,"" CareCredit (a division of GE Retail Sales 
Finance),'*’ AccessOne,'*’ MedCash,'*'* Expert,'*’ the King Thomason Group TotalCare 
Medical Accounts Receivable Credit Card Program, '** the FTELPcard,'*’ MediCredit,'*** and 
HelpEZ,'*’ The Federal Trade Commission has noted the existence of a “well-established 
market” for medical-specific loans.’** 

Studies that focus solely on court records fail to capture the information from the 
debtors about the source of the purchases that have resulted in high credit card bills or 
second mortgages. As such, these studies substantially understate the actual impact of 
medical costs on families. 


Income and Medical Debts 

The bankruptcy data contain several indicia that medical-related indebtedness is 
not just a consequence of direct medical bills. For example, bankruptcy filers sometimes 
indicate illness or injury as a reason for filing even if they do not indicate personal 
liability for large medical bills.” As noted earlier, about one in five debtors (21%) from 
the core sample indicated that they had lost at least two weeks’ income because of a 
medical problem.” 
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Among those who had identified a medical reason for filing in the telephone 
survey sample, four out of ten (40. 1%) of the families said that medical debt was not a 
factor at all in their decision to file.’^ Half (50.8%) said that prescription dmg costs 
were not a factor at all.’"* But slightly more than seven of ten (71.6%) reported that 
income loss due to health problems contributed “very much” to their bankruptcies and 
another 8.6% said income loss contributed “somewhat” to their bankruptcies.”’’ 

The long-term diagnoses of the filers reinforce the role that income loss may 
continue to play in their financial outlook. Slightly over half (5 1.7%) of the medical 
problems identified in the telephone survey sample involved ongoing chronic illnesses, 
some of which may continue to complicate earning capacity.’'’ Although we cannot 
prove that the filers’ health conditions made them disabled in accordance with applicable 
definitions, only 21.2% of the ill people employed at the time of illness onset in the 
telephone survey medical sample reported that their employer had offered them long- 
term disability insurance coverage,’’ and only about 15% of that same sample reported 
actually having some form of long-term disability insurance coverage.’* 

Complicating the role of income loss is the fact that the bankruptcy filers often 
were not themselves the ill or injured person but they lost income while taking care of 
sick relatives,’” Of the medical bankruptcy filers who had curtailed paid employment as 
a result of a medical problem, more than half (52.8%) did so to take care of someone 
else.’” In 13.3% of the medical bankruptcy cases involved in the follow-up telephone 
survey, primary earners were trying to take care of a sick child,^' The filers tell stories of 
premature births and chronically ill or disabled children with constant care needs. 

Among those in the sample were parents who reported missing months of work when a 
child with spinal bifida required repeated operations, when a baby was bom with heart 
defects, or when an infant with sickle cell anemia needed special care.’^ A parent faced 
substantial work disraptions because of an autistic child, and yet another lost income to 
deal with an epileptic child,”’ A child with severe bipolar and anxiety disorder required 
twenty-four hour monitoring, leading first to significant leaves of absence and eventually 
job loss for the child’s mother.'’’* After being told by doctors that their son with kidney 
problems would die, one set of parents moved the entire family to a different state with 
hopes of better treatment and a different prognosis.'*’ Some bankruptcy filers reported 
caring for the children of their seriously ill siblings.”” 

Other filers reported losing income to care for spouses, aging parents, or other 
relatives. One man reported caring for his wife while she battled lung cancer, while 
another went back to work only after his wife had three operations in six months and 
finally was able to walk down the hallway of their home without his help.”” An adult 
daughter struggled to help with her mothers medical bills not covered by Medicare and 
eventually took unpaid family leave so she could take her mother for medical 
treatments.”* Adult children temporarily or permanently moved in with parents to help 
them cope with the effects of Alzheimer’s disease or terminal illnesses.”” One man cared 
for an uncle with cancer while trying to raise a toddler grandson and assist his son with 
college.™ 
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The statistics and stories show another side of the health care debates. The 
financial impact of a serious medical problem can reverberate through a family in many 
ways. A comprehensive health care finance policy deals with both direct medical costs 
and the indirect costs of time lost from work. 


Other Studies of Medical Bankruptcy 

A number of other researchers have explored the connection between medical and 
financial problems. They point in a similar direction as the Consumer Bankruptcy 
Project. 


Perhaps the closest study is a single district study out of Utah in 2004. 
Researchers Ezeldal Johnson and James Wright studied 281 bankrupt families.^* They 
discovered that 61% of families cite medical problems as a major reason for their 
financial troubles. They note the higher-than-average citation of medical reasons in Utah 
as possibly linked to the state’s low expenditures on health care and the increased 
likelihood of no health insurance for Utah families. They compare these data with other 
states that have lower filing rates and better support for families with medical problems. 

Johnson and Wright’s study followed an earlier study of Utah families in 
bankruptcy conducted by the Salt Lake Tribune.’^ Researchers analyzed court records 
for 1,053 randomly selected bankrupt families from June 2003 to June 2004, and 
concluded that 60% of the families were in bankruptcy because of unpaid medical bills. 

A more recent study of Utah families by the United Way reached a similar conclusion.^^ 
This statewide telephone survey of nearly 2000 households plus focus group with 55 
Utah citizens concluded that healthcare and job-related factors were most cited as 
affecting financial stability. 

In another study of bankruptcy families, Ning Zhu studied 1,667 Chapter 7 cases 
and 1,089 Chapter 13 cases filed in 2003 in Delaware. This project used only court 
record data, so it could not provide a comprehensive look at the number of bankrupt 
families with medical problems. But the court record data alone showed that large 
medical bills led to a 50% increase in the likelihood of filing for bankruptcy. 

In a study of 279 bankruptcy cases filed in Champaign County, Illinois in 
December 2001, 58% of the filings involved medical debt. Researchers Claudia Lenhoff 
and Brooke Anderson noted, “This number does not include medical debt that was paid 
for with credit cards or by borrowing from a loan company.” Claudia Lenhoff and 
Brooke Anderson, Champaign County Health Care Consumers’ Medical Billing Task 
Force, Medical Debt in Champaign County (April 2003). 

A recent regional study of debtors filing for bankruptcy concentrated on low- 
income families. Trilby de Jung studied 348 families seeking help at bankruptcy clinics 
in Albany, Syracuse, Rochester and Buffalo, New York in 2005.’“' Among the 
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respondents, 58% had medical debts, and 36% experienced a loss of income associated 
with their medical problems. 

Some researchers have focused on the financial impact of particular illnesses. A 
2006 USA Today, Kaiser Family Foundation, andlTarvard School of Public Flealth 
survey of households affected by cancer documented that 3% of these families had 
declared bankruptcy and 7% had taken a second mortgage on their homes.’' In addition, 
13% were contacted by a collection agency over their medical debts. One quarter of the 
families said they had used up all their savings dealing with the fallout from cancer, and 
one-tenth could not afford basics such as food, heat and housing. 

Researchers Deanna L. Sharpe and Dana Lee Baker e.xplored the financial impact 
of having a child with autism.’*’ The authors cite several stories of uncovered health 
expenses and the families’ increasing need to file bankruptcy. 

Tn an American Enterprise Institute study, Apama Mathur analyzed data from the 
Panel Survey of Income Dynamics, using longitudinal data to examine the relationship 
between medical problems and bankruptcy.” The PSID data focused on 74 families who 
admitted to filing for bankruptcy.’* The dataset includes the debtor’s explanations for 
why they filed for bankruptcy, but Mathur bypassed these data, examining only the 
reported reasons for incurring specific debts. Mathur concluded that medical debts were 
significantly related to bankruptcy filings, although they were often not the main reason 
for filing. Mathur sets the floor at 27% of bankruptcies as caused primarily by medical 
problems, while other debtor’s medical problems, job problems and other difficulties are 
tangled together. 


Other Studies of Economic Pressures Associated with Medical Problems 

There are a number of studies that do not focus specifically on bankruptcy, but 
they draw the connection between medical and financial problems. In effect, these are 
the studies that show, at least in part, why so many families end up in medical 
bankruptcy. Michelle M. Doty, Jennifer N. Edwards, and Alyssa L. Holmgren conducted 
a national telephone survey in 2003-04 for the Commonwealth Fund.’^ They studied 
4,052 households. Among the key findings: 

• 77 million Americans age 19 and older — nearly two of five (37%) adults — have 
difficulty paying medical bills, have accrued medical debt or both within past 
three years. 

• Working-age adults incur significantly higher rates of medical bills and debt 
problems than those 65 and older, highest rates among uninsured. Even those 
with health insurance have significant trouble. 

• 2/3 of people with a medical bill or debt problem went without needed care 
because of cost — nearly three times the rate of those without these financial 
problems. 
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• 21 % of all non-elderly adults have been contacted by a collection agency over a 
medical bill within past 12 months. (The rates were 35% for the uninsured and 
1 5% for those with insurance.) 

How medical debt becomes credit card debt was the subject of a study by Cindy 
Zeldin and Mark Rukavina for the Demos Foundation and The Access Project.®'’ They 
surveyed 1150 low and middle income households with credit card debt, documenting 
that 29% of those households with credit card debt reported that medical expenses 
contributed to their current level of credit card debt. Among the “medically indebted,” 
the study found: 

• 69% had a major medical expense in the previous three years. Within this 
“medically indebted” group 

• 44% had credit card debt higher than $10,000 and 57% had credit card debt 
higher than $5,000. 

• Average credit card debt for the medically-indebted was higher for low- and 
middle- income households ($1 1,623) as compared to households without a major 
medical expense ($7,964). 

• Average credit card debt was higher for those without health insurance ($ 1 4,5 12) 
than for those with health insurance ($10,973). 

• Average credit card debt was higher for households with children ($12,840) than 
for those without children ($10,669). 

• The medically indebted are more likely to be called by bill collectors than those 
without such medical expenses (62% versus 38%). 

In a study conducted at ten community-based organizations in Baltimore City, 
Maryland in 2002, Thomas P. O’Toole, Jose J. Arbelaez, Robert S. Lawrence surveyed 
274 adults.®’ They found: 

• 46.2% reported currently owing money for medical care they received 

• Average debt load per person was $3,409, almost half of the annual reported 
income. 

• 39.4% reported they had been referred to a collection agency for a medical debt 
at some point in their lives 

• Having medical debt significantly is associated with no medical insurance 
(60.1% V. 31.5%) 

A study by Sydney D. Watson, Margarida Jorge, Andrew Cohen and Robert W. 
Seifert for The Access Project documented the difficulties families have in dealing with 
health care expenses. In 2006, they surveyed 383 working families living in the St. 

Louis, with incomes generally below $35,000. More than half — 53% — of respondents 
currently owed money for medical care.®^ Among those who could not pay their medical 
debts in full, bad credit and housing problems were widespread. 


Paying for Healthcare: A Primary Concern for All Americans 
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Just last week. Bill Novelli, the CEO of AARP, cited a Gallup Survey of 1,008 
adults from April 2-5, 2007, noting that almost half of all Americans are worried about 
paying medical costs if they become serious ill or have an accident.^^ More than a 
quarter — 28% — describe themselves as “very worried” and another 21% say they are 
moderately worried. Mr. Novelli urges the millions of AARP members to make health 
care reform the number one issue in the 2008 elections. 

Conclusion 

There are more studies, but the point is unmistakable. American families are 
struggling. For some who have been ill, medical bills are not a problem. They are fully 
covered by health insurance, they have employers who will pay them even when they are 
absent from work, or they have the personal resources to weather any financial fallout 
from their medical problems. But for millions more, our current payment system leaves 
families juggling bills they cannot pay, taking on debts, borrowing against their homes, 
and dealing with debt collectors. And for five million families in the past seven years, 
medical problems are part of their plunge over the financial edge and into bankruptcy. 


’ The banloriptcy datiiset discussed in tltis testimony was de\'eloped with generous funding from the Robert 
Wood JolmsoiiFouiidaLioa The Ford Foimdatioit Harv ard Law School, and New Yoik University Law 
School. Provost Teresa Sulliviui mid Professors Jay Westbrook. David Himmelsteiii Robert Lawless, 

Bruce Markell, Michael Scliill. Deborali Tlionie. Susan Wachier. Sieffie Woolliandler. Kallierine Porter, 
and Jolm Pottow played key roles in developing the bankruptcy dataset. 

‘ From 2000 until the first half of 2007. 10.5 million households filed for bankruptc>^ Administrative 
Office of the United States Courts, If about luilf of these families filed medical bankmptcies, as the data 
suggest, then about five million famihes made tlie trip to the bankruptcy court in the aftennath of a serious 
medical problem. 

^ Michelle J, White, Why It Pays To File Bankruptcy: A Critical Look at the Incentives Under the U.S. 
Personal Bankruptcy Law and a Proposal for Change. 65 University of Cliicago Law Review' 685. 702 
(1998) (finding that about 17% of all households would benefit financially from filing banlcmptcy — at a 
lime when about 1% of households wei^ filing)- 

Elizabeth Warren. Financial Collapse and Class Status: IJTio Goes Bankrupt? (Lewtas Lecture). 4 1 
OsGooDi: Hall Law Rlvilvv 115 (2003) (57.2% had been to college. 56,3% had jobs in the upper 80% of 
occupational prestige scores. 58.3% were homeowners, and 9 1 ,8% had one or more of these indicia of class 
status). 

^ Robert Lawless and Elizabeth Warren. The Myth of the Disappearing Business Bankruptcy, 9.3 Cat.. L. 
Rev. 745 (2005). 

This portion of my testimony is drawn largely from Melissa Jacoby and Elizabeth Warren. Beyond 
Hospital Misbehavior: An Alternative Account of Medical-Related Financial Distress, 100 Northwestern 
Law Review 535 (2006). 1 am grateful to Professor Jacoby for her pcmiissioii to draw on lliis portion of 
our joint w ork. 

David U. Hiimnelslein el al.. Illness and injury as Contributors to Bankruptcy. Hlaliii Alt. Wlu 
Exclusive W5-66 exliibit 1 (2005). 

^ David Hiimnelsteiii, Deborali Thome. Ehzabelli Warren and SlelTie Woolliandler. Illness and Injury as 
Contributors to Bankruptcy, Heai.th Aff.airs (Februjiiy'' 2, 2005). 

^ Both tlie Health Affairs article and tlie Northwestern Law^ Revdew' article describe the study. The longest 
and most detailed description of the study is in the Appendix to Elizabeth Warren and Amelia Tyagi, The 
Two-Income Trap; Why' Middle Class Mothers and Fathers Are Going Broke (2003). 

See Jacoby et al, Rethinking the Debates, at 384-385 (explaining over-attribution possibility). 
Hinmielstein et al. at W5-71. 
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or llic 1.250 in ihc core sample. 28 didnol answer qucslion iwclvc. Of Ihe lolal sample of 1.771 
baiikxiiptc>' filings (core plus supplemental homeowner), 44 did not answer question twelve. 

Dcblors were paid Ihc same amount for Ihcir parlicipalion in Ihc telephone surv ey ($50) regardless of 
how mam- portions they completed. Some ma>' hav-e refused to respond to tlie medical portion to end the 
interview more quickly, whether or not their financial liad a medical component. At the margins, this 
might have produced under-representation in the telephone surv'eys. 

See figures 1-3. 

N= 1.250. 

N = 602 (debtors with both telephone surv'ey and written questionnaire). 

’ N = 602. Note that the N drops from the questionnaire dtita alone ( 1 ,250 for the core sample) because the 
response rate on the follow-up telephone surv'eys w^is about Italf of all the core sample families tliat 
completed qucslionnaires. Tliis means that any data that combine the paper questionnaires and telephone 
surv-eys can use only the smaller N from the telephone surveys. Because the ''reasons” information is 
drawn from two sources instead of one. it is both different and more complete tlian the data reported in 
Himinelstein. et al. 

1,250. 

”N= 1,250. 

“N = 1,250. 

N = 1,250. The incomes for these households in Ihc year before filing was quite modest. The medittn 
income was about $25,000. and even at the 80“' peicentile, income was only slightly about $40,000. Even 
an unpaid medical debt of $ 1 .000 would likely cause a stniin fo many of these households. Of course, 
$1,000 is only the tlireshold number. The telephone surv'eys completed by a subset of the sample revealed 
medical debts al much higher amounts. See Hiinmclslcin ct al.. Error! Bookmark not defined.at W5-70 
(reporting mean out of pocket expenses of $1 1.854) (N=331). 

To estimate the number of families that will be affected, wc use the data on bankruptcies from the 
Administrative Office of the United States ("AO”) courts. We follow the AO classification of cases into 
"business" and "non-business,” using the "non-business” classification as a proxy for tlie number of 
households filing for bankniptcy . In other work, the AO methods for distinguishing between business and 
non-business cases hav'e been criticized because tlie count of '‘non-business banknipicies” includes 
approximately 300,000 sclf-cmploycd debtors, many of whose small businesses have failed. See Robert 
Lawless and Elizabeth Warren, The Myth of the Disappearing Business Bankruptcy, 93 Cal. L. Rev. 745 
(2005). In addition, the way in which the AO data arc reported has changed over time, and this makes it 
difficult to evaluate trends in business and non-business filing rates from the mid-1980s. For the puiposes 
of lliis work, liowcvcr. the difficulties in distinguishing non-business filers from self-employed filers is less 
important. Whether they are wage earners or entrepreneurs, Ihe non-business bankruptcies represent a 
household iii financial trouble, and this is the appropriate unit of analysis here. 

See, e.g., USA Today/Kaiser Family FouiidalionyHarvard School of Public Health Health Care Costs 
Survey, Suminaty and Charlpack. chart 3 (Aug. 2005) (reporting that only small percentage of sample who 
indicated medical-related financial distress filed bankniptcy); Aniandii E. Dawsey & Lawrence M. 

Ausubel, Informal Bankruptcy (Feb. 2002), available of http://w'w\v-ausuhel.com : Michelle J. Wliite. 
Personal BanJtruptcy Filing under the 1978 Bankruptcy Act, 63 IND. L. J, 1 . 50 ( 1 987/88) (finding more 
households would benefit from bankniptcy than actually file); Press Release, Cambridge Consumer Credit 
Index (Feb. 7, 2005) (based on poll of over 800 adults, reporting "83% of Americans say that debts they 
liave incurred because of medical or dental procedures are burdensome enough to prevent them from 
buying large lickcl items”), available at 

http:/7vvwiv,cambridgecoiisiimerin(iex, com/index. asp?content^Dress release . See also sources cited in note 
83. 

-^N=331.&e id atW5-69. 

See id. Among those filers eligible for Medicare and with psychiatric disorders, prescription dmgs were 
the biggest expense for nearly all of them. See id. (Compare Kenneth M. Langa et al., Out-qf-Pocket 
Health-Care Expenditures among Older Americans with Cancer, 1 V.allk in Hhali'H 186. 191 (2004) 
(nationally representative study of older Americans finding that prescription drugs were the main source of 
increased out of pocket expenses among people undergoing cancer treatment). Wlietlier or not the elderly 
will be aided by the Medicare prescription drug bill, see Medicare: Prescription Drug, Improvement, and 
Modernization Act of 2003, Pub. L. No. 108-173, 1 17 Stat. 2469 (Dec. 8, 2003), tliose with trouble 
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affording nicdicalions arc nol necessarily Medicare-eligible. See, e.^.. J. Kennedy & C. Erb, Prescription 
noncompliance due to cost among adults with disabilities in the United States, 92 Am, J. Pud, Health 
1120, 1123 (2002) (in the sample, 27%of those with problems paying for drugs were ehgible for 
Medicare), 

Hinmielstein et al. at W5-69. See also Prottas. at 43 (obsendng tliat complaints about hospital collection 
practices may be applicable to other ty'pes of medical providers). 

^ These data were collected as part of tlie telephone surv'Cy. Because each family member may have 
different illnesses or accidents, insurance coverage, and expense profiles, we collected the data for each ill 
or injured family member in the sample rather titan by household. In tlie telephone surv ey sample, among 
the respondents who indicated that they hjtd filed for bankruptcy because of medical problems, there arc 
fifty instances in wliich a debtor indicated tltat more than one person liad liad an illness or injiiiy'. Of tlie 
fifty, forlv -Iwo families rcporicd Iwo ill/injurcd family incinbcrs. and cighl rcporlcd Ihrcc or more. The 
questions about the largest expenses were posed to two separate groups. First, it was asked of individuals 
who had no medical insurance (n=93) or w^ho liad insurance but who had experienced a gap in coverage 
(n=82). We asked whether the identified illness or accident resulted in significant medical debt for these 
people. For tlie one himdred and tliirteen iiidiv-iduals for whom die respondents said yes to tliis question, 
we posed a follow up question to specifi- which debts caused the greatest financial burden (n= 1 1 3). We 
also posed the same line of questions to indivddiials v idi continuous insurance cov^erage (n= 206). For those 
with continuous coverage who identified significant medical debt (ii=83). we asked about the single 
greatest expense. The combination of die two groups comprises Figure 4. ValidN=196. Tlie category^ 
“other" includes insurance premiums, medical equipment, nursing home care, in-home care, and other 
unspecified expenses. 

^ U.S. Census Bureau. Slalislical Abstract of the United Stales: 2004-2005. p. 95, tables no. 120-121 
(reporting $14,7 billion in out of pocket consumer payments to hospitals, and $212.5 billion overall out of 
pocket payments in 2002) [hereinafter Statistical Abstract], Payments to hospitals were less than those to 
physician and clinical sendees ($34.2 billion), prescription drugs ($48.6 billion) and nursing home care 
($25.9 billion). Id. 

^ Id. at 109, table no, 154 (reporting 890 million physician office visits as compared to 110,2 million 
emergeiiq- department visits and 83.3 million outpatient department visits in 2002). 

See, e.g., Jeffrey J. Ellis ct al.. Suhoptimol Statin Adherence and Discontinuation in Primary and 
Secondary Prevention Populations, 19 J. Gen. Internal Med. 638 (2004); AD Federman , Don't ask, don't 
tell - The status of doctor-patient communication about health care co.sts, 1 64 Archives of Internal 
Med, 1723 (2004); Dana P. Goldman ei al.. Pharmacy Benefits and the Use of Drugs by the Chronically III, 
291 JAMA 2344 (2004); H.A. Huskamp cl al.. "The Pfiect of Incentive-Based Formularies on Pre.scriplion 
Drug Utilization and Spending, 349 N. E. J. Med 2224 (2003): Kennedy & Erb, supra note 25; John D. 
Picllc ct al.. Problems Paying ()ut-of-Pockel Medication Co.sts Among Older Adults With Diabetes, 27 
Dladetes C.are 384 (2004); Joint D. Piette et al.. Cost-related medication underuse - Do patients with 
chronic illne.sses tell their doctors?. 164 ARCHIVES OF INTERNAL Med. 1749 (2004); D. Safranet. al, 
Pre.scription Drug Coverage and Seniors: How Well are States Closing the Gap? 21 HE/\LTH Aff. — Web 
Exclusive W253 (July 31. 2002): M.A. Steiimian et al.. Self-Restriction of Medications Due to Cost in 
Seniors without Pre.scription Coverage. 16 J. GF,N. Tntf.rn Mf,D. 42 1 (200 1 ): R. Tamblyn ct al.. Adverse 
Events Associated With Prescription Drug Cost-Sharing Among Poor and Elderly Person, 285 JAMA 42 1 
(2001); Rebecca Voclkcr. When Co.st is an Adverse Drug Effect, Patients Cut Corners and Ri.sk Health. 292 
JAMA 2201 (2004) (sunmiarizing recent studies). 

See, e.g., Langa ct al., .supra note 25, at 190. 

N=331 (core plus supplemental homeowner telephone surv'ey sample, unweighted). Valid N = 331. Tliis 
figure jumps to more than half (5 1 ,4%) if the filers with medical problems who charged basic necessities 
tliat may relate to health or general w ell-being are included. 

The narrative accounts revealed some rather large amounts being financed through credit. For example, 
after insurance did not cover an emergency baby deliveiVL one new parent charged the entire $ 1 7,000 bill to 
a credit card, starting a chain of financial problems. Consumer Bankmptcy Project Phase III Linked 
Database (on file with authors). A family used credit cards to finance monthly thousands of dollars of 
medications for a cliild with non-Hodgkins fymphoma because insurance would pay for blood transfusions 
but not drags. A man used credit cards to buy supplies associated with a loved onc"s cancer treatments. 
Anotlier filer reported that she regularly charged her health insurance premiums on a credit card. Id. 
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See Hiinmclslcin cl al. al W5-67. Exhibit 2. 

Id. at W5-68. In the written questionnaire sample, debtors with a tlioiisand dollars or more in medical 
biUs witliin tlie two years prior to filing were more likely than otliers to use a mortgage to finance medical 
bills (5.0% vs. 0.8%). Id 

'^Id. at W5-68. A “high cost“ mortgage refers here to one widi an interest rate above 12%, or points plus 

fees of at least 8%. Id. 

" See, e.g.. Sara R. Collins et al.. at 18 (one fifth of those witli medical bill problems or medical debts 
charged large debts to credit cards or used home mortgage); Piette ct al.. supra note 30. at 387 (14% of 
patients in sample, and 23% of tliose witliout drug insurance coverage, increased credit card debt to be able 
to afford prescription drugs); Ha T. Tu. Rising Health Costs, Medical Debt and ('hronic Conditions, Center 
for Stiidyii^ Health System Cliange Issue Brief No. 88, p. 3 (Sept. 2004) (50% of working age adults with 
chronic condilions whose families had problems paying medical bills in pasl year had lo borrow money lo 
pay), available <-;fr littn:/Avwvv.hschange.org/CONTENT/706/ ; GleimB. Caiuier et al., Recent Developments 
in Home Equity Lending. 84 Fed. Res. Bull. 241. 248 tbl.8 (1998) (increase in borrow ers indicating medical 
expenses as use for home equity loans). Other studies liave reported the use of consumer credit in 
categories lhal have included medical debl. See, e.g., Peter J. Brady et al.. The F.JJecis oJReceni Mortgage 
Refinancing, Fed. Res. Bull. 44 1 . 446 (July 2000) (39% of 1 998 and early 1 999 refinancings used for 
consumer expenditures, wliich includes medical expenses); HUD-Treasuiy^ Task Force on Predatory^ 
Lending, Curbing Predatory Home Mortgage Lending 3 1 (June 2000), available at 
httD:/yw'ww.treas.gov/oress./releases/reoQns>'treasrp{,}xlf 

(citing a National Home Equity' Mortgage Association surv’cy finding that 30% of subprime home equity' 
loans were used for covering medical, educational, and other expenses, as compared to 25% for home 
iinprovcmcnt and 45% for debl consolidation); Javier Silva. A House of Cards; Refinancing the American 
Dream, Demos Borrowing to Make Ends Meet Briefing Paper #3 (Jan. 2005), available at 
ht tp:/Assvv\.demos-usa org, pubs 'AHoiiseofCards. pdf (discussing Federal Reserve System Flow of Funds 
data from 200 1 -2002 showing that 25% of home equity' ftind were used for consumer expenditures, 
including medical expenses). See generally McGhee & Tamara Draut, Retiring in tlie Red; The 

Growth of Debt Among Older Americans. Demos Borrowing to Make Ends Meet Briefing Paper #1,6 
(Jan. 2004) available at httn:/A^vvvv.dcmos-usa.org/'pubs/Rciiring 2ed.pdf (discussing role of medical 
costs in increased credit card debt among older Americans); 

See Julie A. Jacob. Credit to Your Practice: Letting Patients Pay With Plastic. Am. Med. News.. July 29, 

2002 . 

Cindy Zeldin and Mark Rukavina, Borrow'ing to Stay Healtliy: How Credit Card Debt is Related to 
Medical Expenses, Demos and The Access Project (2007). 

See generally Robert W. Seifert, The Demand Side of Finmtcial Exploitation: The Case of Medical Debt, 
15 HoiiSiNCtPoi.’YDKBA i'K 785.795 (2004). See also Johnson v. Rutherford Hosp. and Murfreesboro 
Bank & Tmst Co.. 1.3 B.R. 185 (Bankr. M.D. Tenii, l98l)(hosp!tal arranged for credit). 

Citibank Healdi Card Program. w u'W'-citibank.coni/us/carcls/cardser\7healthcrd/cons benefits htm . 
www.carecredit co m ; Tyder Cliin, In the cards: Getting Paid with Plastic; Innovations in the credit 
and debit card industry are giving physicians new options for collecting bills. Am. Med. News, Jan. 12, 
2004 (GE Sales Finance declined to discuss in detail but stiid it was tai^cting high dollar specialty' 
practices). 

Fee wwvv.acccssonemcdcard-COTn; Mike Stobbe. Credit card agency cuts hospitals ' losses, Ch.ari.ottf. 
Observer, July 11, 2003 (discussing AccessOne program). 

^ See Michael Unger. Jusl Whal the Doctor Ordered; Schein ’s One-Slop Service Ranges from Kquipmeni 
to Personal Finance, Newsd.ay, Dec. 30, 1996. at C7. 

See New s Release. PraciiceXperi Launches Pxpert Medical Credit Card Program (Sept. 4. 2003) 
(acquiring delinquent accounts from physician, transferring balance to credit card); Cliin, supra note 42 
(PractieeXpert program w ill be targeting patients with poor credit iiistories). 

See New's Release, King Thomason Group Enters into Agreement With Medical Capital Corporation to 
Market KTG 's TotalCare Medical Accounts Receivable Credit Card Program (April 23,2004). 
ww'w.k^h.com.Anain/totalrccovciv.htm (citing 95% approval mtc for private pay pjuients). KTG also 
offers a structured pay'inent plan as an alternatwe to credit cards. 

^ www,hclpcard.corn''coiisuTncr/liclDisprovidcd.html 
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This credit product is used by patients of the Tnova Health System, to be distinguished from the financier 
of cosmetic surgery^ with the same name. 

WWW , heahhEZ.co m (encouraging employers to offer as supplement to health plans); Larry Werner. fVar 
stories about start-up funding leave 'em laughing, h^fiNN. ST/\rTrib., July 2, 2003, at ID. 

See Federal Trade Conmiission Conuiientaiy' on Fair and Accurate Credit Transactions Act of 2003. 
Medical Tnfonnation Rulemaking (May 27, 2004). 

In the 2001 written sun-ey sample, more tlian a quarter of all filers in the written questioimaire sample 
identified illness or injuiy as a reason for filing, whether or not they owed large medical debts. See 
Himnielstein et al., at W5-67 Exhibit 2 (N=1771). See generally Sacoby et a\.. Rethinking the Debates, at 
388 (54.9% of those who said illness or injuiy was a reason for filing for bankruptcy did not identity- a 
current debt to a medical provider). 

N= 1,250 (core sample). The rale is nearly identical (21.3%) if the homeowner sample is added and 
weighted into the analysis as well. See Himnielstein et ah. at W5-67 Exliibit 2. 

N=331 (core plus supplemental homeowner telephone surv'ey sample, unweighted). 

^^N=331. 

N=33 1 . The filers' narralivc accounts, even if not representative, also illiislralc the range of 
circumstances in which income loss follow's both longer-term and acute problems. For example, open- 
heart surgety and its afterniatli led to loss of temporary work and a resulting loss of income for one filer. 
See Consumer Bankruptcy Project Pluisc TTl Linked Database (on file with author), Others told 
interviewers they had missed too much vvoik due to chronic illness or hospitalizations and eitlier could not 
work out an arrangement with employers or were advised by doctors to take different ty'pes of jobs. 

Doctors ordered bed rest for pregnant women who liad been in car accidents or wdio had dev'eloped 
gestational diabetes; one consumed all her allollcd family leave before the baby was bom. and soon after 
was fired. A number of others explained tliat they liad difficulty receiving their workers* compensation 
benefits or were receiving benefits al levels far below their prior incomes. Id. 

Hinmielstein et ah. at W.5-69, For example, more titan a quarter (26.6%) reported cardiovascular 
problems as a primarv or sccondaiy diagnosis. Nearly a third had trauma, orthopedic, or back and spine 
problems. Almost one out of ten (9.5%) reported cancer. Approximately 10% reported diabetes. 

■ N=391 (core plus supplemental homeowner telephone surv'ey sample, miweighted. measured by people 
instead of cases). Valid N = 332. 

15.48% of the cases, the ill or injured person reported hav'ing disability^ insurance, N=391 (core plus 
supplemental homeowner telephone sur\-cy sample, unweighted, measured by people instead of cases). 
Valid N = 241. Respondents were asked tltis question only if the ill or injured person at issue was 
employed part-time or full-time by a third party al (he lime of the illness or injuiy'. Even if some ultimately 
could prove entitlement to disability- payments under one of the Social Security' programs, the level of 
income rcplaccmcTit would be low and thus would not necessarily forestall major financial trouble. Sec 
generally Teres/\ A. SuLLiv.vN, Elizadetii W/\rren, & J.-vv Lawrexc:e Westbrook, The Fragile 
Middle Class; Americans ix Debt 158-163 (2000). 

See generaUyBlF. Huglies et ah, Pediatric femur fractures: Effects of spica cast treatment on family and 
community: 1 5 J. PEDIATRIC Orthopedics 457 (1995) (discussing costs of casting for femur fractures, 
including average of three weeks of lost work forparent in families with two working parents); Carol E. 
Smith et al., Efficiency of families managing home health care, 73 Annals of operations res. 157 
(1997). 

See Hinmielstein et ah. at W5-69. 

See id. 

See Consumer Bankniptcv Project Pliase III Linked Database (on file with authors). 

See id. 
id. 

See id. 

See id. 

^ See id. 

.Vcc id. 

See id. 

See id. 
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E/ckial Johnson and James Wrighl. Arc Monnons Bankrupling Ulah?, XL Suffolk Law Review 607 
(2007). 

■ Ulahans andBankrupIcv: Why We're Going Broke, Sail Lake Tribune A-1 (January 1 1, 2005). 

United Way of Salt Lake, Lh ing on the Edge: Utahans Perspectives on Bankniptcy and Financial 
Slabilily (2006) (available a( vvwvv.uvv.org/iinagcs.'PDFs/JjWT^KRcporl Ddf ). 

Trilby de Jung. A Review of Medical Debt in Upstate New York. Empire Justice Center (January^ 2006). 

USA Today, Kaiser Family Foiuidation, and Har\-ard School of Public Health, National Sur\'ey of 
Households Affected by Cancer (November 2006). 

Deaiuia L. Sharpe and Dana Lee Baker, Financial Issues Associated witli Having a Child with Autism, 28 
Journal of Family Economic Issues 247 (March 9. 2007). 

' Apariia Mathiir, Medical Bills and Bankruptcy Filings, American Enterprise Institute Working Paper 
(July 19, 2006). 
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Chairman CONYERS. Thank you so much. 

Mark Rukavina, the executive director of Access, a national re- 
source center. And before that, he was program director for the 
Summerbridge Community Health Partnership in Massachusetts. 

We welcome you to this hearing. 

TESTIMONY OF MARK RUKAVINA, EXECUTIVE DIRECTOR, 
T H E ACCESS PROJECT, BOSTON, MA 

Mr. Rukavina. Thank you, Mr. Chairman. 

I would like to thank Chairwoman Sanchez and the Chairman 
for the invitation to speak at this hearing today on such an impor- 
tant issue, the issue of medical bankruptcy. Far more common than 
medical bankruptcy, however, is the problem of medical debt. And 
I am going to focus my comments today on the prevalence and the 
consequences of medical debt. 

Year after year, the Nation’s health care spending outpaces the 
consumer price index. Health care costs now consume 16 percent 
of our gross domestic product. This spells trouble for the American 
public. Consumers are expected to pay nearly a quarter of $1 tril- 
lion this year in out-of-pocket payments. And this is on top of the 
health insurance premiums that they pay. For many these costs 
will convert to medical debt. 

Professor Warren mentioned the number of Americans with med- 
ical debt. It might come as a surprise to people that nearly two- 
thirds of these people with medical debt have health insurance. 
Every fifth insured American carries medical debt. 

It seems many Americans are being sold faulty products. In the 
automobile or airline industry, this level of product failure would 
not be tolerated by consumers or regulators. 

Medical debt has implications. It is a barrier to care. The Access 
Project has conducted a study of uninsured patients treated at safe- 
ty net providers. These are providers with a commitment to serve 
uninsured and under-served populations. 

And we have found that nearly half had unpaid medical bills. 
And of those with medical bills, a quarter of them expressed reluc- 
tance to go back to those providers in the future because of the 
debt that they had. 

When it comes to health access, medical debt trumps health in- 
surance. Research from the Kaiser Family Foundation found that 
medical debt itself is a risk factor in terms of access. Insured peo- 
ple with medical debt have care-seeking patterns similar to the un- 
insured. They are less likely to fill a prescription, see a specialist. 
They are more likely to skip treatments or forego ordered tests. 

But medical debt also has financial consequences. It depletes sav- 
ings, destroys credit, and it threatens the American dream of home 
ownership. 

We conducted a study of clients who were seeking services at a 
consumer credit counseling service. Two in five were there because 
a medical incident contributed to their debt problem. The common- 
wealth fund research on medical debt found that for those with 
medical debt, Americans with medical debt, one quarter could not 
pay for other basic needs because of this debt. 

Nearly two in five used all or most of their savings trying to pay 
off their medical debt. And another quarter charged their medical 
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debt on credit cards. People are trying to pay these bills. They sim- 
ply can’t afford to do it. 

We conducted another study of people seeking tax preparation 
assistance at volunteer income tax assistance sites. This was done 
in early 2005. We found that nearly half of this population had 
medical debt. And of those with debt, more than a quarter reported 
housing problems as a result of this debt. 

Much of what we have learned about this issue we have learned 
from people like Donna Smith, people who call us for assistance in 
resolving the medical debt that they have. And what we see is that 
these bills pile up. They are bills for ambulance, hospital, physi- 
cians, prescriptions, lab services. 

On a credit report, all of these bills, each individual bill is a po- 
tential strike against them. If unpaid, it can linger for years often 
long after being written off by the health care provider is bad debt. 

In conclusion, I would like to suggest that these problems can be 
solved if America were to adopt the universal system that provided 
Americans with affordable, comprehensive access — or access to 
comprehensive benefits. While this may be years off, there are 
other steps that can be taken in the short run. 

For example, standards for insurance companies could be estab- 
lished that protects people when they get ill. And cost-sharing obli- 
gations should be tailored to people’s ability to pay. There are other 
steps that can be taken that address the issue of ruined credit for 
people who have medical debt. 

Too many Americans are healed by our fine medical institutions 
only to be harmed by the bills that they are unable to pay. Credit 
reports marred by medical debt can have all sorts of effects far be- 
yond the medical system. It can drive up the cost of homeowners 
insurance, automobile insurance, limit people’s employment oppor- 
tunities, and block access to affordable credit. 

Involuntary medical debt should not be allowed to tarnish peo- 
ple’s credit. Medical providers and their agents should be prohib- 
ited from reporting this debt to collection agents. 

In closing, I would like to thank the Committee for this oppor- 
tunity to speak and be happy to answer questions when the time 
is appropriate. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Rukavina follows:] 
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The problem of Americans filing for personal bankruptcy due to a medical 
incident, tells only part of the medical debt story. Many more Americans suffer from the 
financial burden of medical costs and medical debt. Even if they are not forced into 
bankruptcy, the consequences are serious and sometimes devastating, 

Medical Debt 

Medical debt is money owed for medical services or products, such as hospital or 
physician care, ambulance services, prescription drugs or durable medical supplies. It 
may be owed directly to a provider, a collection agent serving the provider, a credit card 
company, another lender, a family member or a friend. Medical debt is usually 
involuntary — that is, it is accrued because of events that cannot be predicted or avoided. 

The Financial Burden of Health Care Costs 

Between 2000 and 2005 health insurance premiums increased by 73 percent, 
while workers’ wages rose by only 15 percent.^ Increasing costs have forced many 
people to drop insurance coverage while other have maintained coverage but with 
diminished benefits due to higher deductibles, co-insurance, co-payments, limits on 
benefits, and gaps in coverage. 

Researchers have projected that American consumers will spend approximately 
$250 billions in out-of-pocket costs in 2007.“ This is in addition to the premiums paid 
directly by consumers for their health insurance coverage. For many Americans, these 
out-of-pocket costs will result in medical debt. 

The Prevalence of Medical Debt 

The problem of medical debt is widespread. According to a national study done 
by the Commonwealth Fund, approximately 21% of Americans adults — 36 million 
people — under the age of 65 have medical bills or accrued medical debt that they are 
paying off over time.“‘ 
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Other studies estimate that even more are at risk of medical debt. A 2005 study 
by the Kaiser Family Foundation estimated that 58 million Americans are at risk of 
incurring medical bills they may not be able to repay, included are Americans uninsured 
for any part of the year and an estimated 17,6 million people with private insurance 
coverage that provides them with insufficient protection/'" 

Nationally, one-quarter of those with medical debt have bills of $4,000 or more 
and more than three and a half million Americans are carrying more than $10,000 in 
medical debt.' The prevalence of medical debt is even more severe for those with 
moderate incomes. The Access Project conducted a survey of people seeking assistance 
through Volunteer Income Tax Assistance sites in early 2005. Most of the respondents 
had household incomes of less than $36,000. Among this population, nearly half (46%) 
had medical debt." 

Medical Debt Plagues Americans with Health Insurance 

It may come as a surprise to learn that most Americans with medical debt have 
health insurance. People buy health insurance to protect them from financial ruin should 
they experience illness or injury. However, nearly two-thirds (62%) of those with 
medical debt had insurance at the time of their medical incident. The Commonwealth 
Fund found that nearly one in five (18%) Americans with health insurance medical had 
bills they could not pay. One-third of these insured Americans who incurred medical 
debt used all or most of their savings paying health care costs. The purpose of 
insurance is to spread risk among a group of people and protect individuals’ financial 
assets in the case of unforeseen incidents. The cases cited above clearly demonstrate that 
health insurance fails many Americans’ in its primary purpose. In the automobile or 
airline industries, this level of product failure would not be tolerated by consumers or 
regulators. 

Similarly, the Kaiser Family Foundation found that 18 million (16%) of privately 
insured adults reported significant problems with paying their medical bills.'"' In an 
Access Project study linking medical debt and housing problems, we found that slightly 
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more of the respondents with debt had health insurance at the time they received the care 
for which they owed money. Though a lack of insurance puts people at great risk for 
medical debt and the problems resulting from it, those with health insurance are in not 
way immune from unaffordable medical bills. 

Medical Debt is a Barrier to Health Care 

The tragedy of medical debt is that it is involuntary incurred for services on which 
a person’s well-being or life may depend. It is debt that cannot be easily planned for and 
it has far reaching health access and financial implications. 

Over and over again. Access Project studies have found that medical debt is 
linked to delayed care. In our study of uninsured patients with medical debt served by 
safety-net providers — providers with a mission to serve the uninsured — one-quarter said 
that medical debt would make them reluctant to seek care at that facility in the future. 
Another study examining medical debt among patients at community health centers in 
Massachusetts found that three in five of those with medical debt delayed getting needed 
care,' slightly more than in Kansas where just under half delayed care.'' Reasons for the 
delay included being embarrassed by outstanding bills, a desire not to take on additional 
debt or being refused an appointment by a provider because bills were not paid. In the 
Kansas study, just over one-quarter or respondents changed primary care doctors because 
of money they owed to their medical provider. 

There is a significant body of research documenting that that those without health 
insurance are more likely to delay care or forego treatment than people with insurance 
coverage. However, research done by the Kaiser Family Foundation found that the 
presence of medical debt is also an access risk factor. Insured people with medical debt 
are nearly four times more likely than those with insurance and no debt to skip a 
recommended test or treatment (30% vs. 8%) or not get needed care (12% vs. 3%) and 
more than twice as likely to not fill an order for a prescription drug due to cost (24% vs. 
9%). In general, the care seeking patterns among those with private insurance who have 
medical debt resemble the patterns of people with no insurance coverage. 
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Medical Dcbi TaraHbct Credit 

The rinandal burdens of health care and medical debt deplete savings, destroy 
credit and threaten the American dream of homeounership 

In a study conducted by The Access Project Mith clients at a consumer credit 
counseling service, two in five wore seeking counseling because a medical incident 
contnbuted to the debt problem *** This surprised even the counselors since irsedical ddxt 
IS oOen masked as credit card debt 

Many medical bills ultimately eiKl up in the hands of the collection industry Oisc 
study found that one in five American adults under the age of 65 had been contacted by a 
collection agency for rrsedical bills'^ Our study of people seeking help through the 
V'dunlcer Income Tax Assistance sites found that more than one-<iuartcr said housing 
pr o blem s resulted from mechcal debt Problems ranged from being unable to <|ualify for 
a mortgage, being turned down from rentir^ a home, and even eviction or foredosure 


Types of Housing Problems 





Of the respondents with medical debt, slightly less than half (46S) did not know 
whether the medical debt was on their credit repon For those who did know, the 
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mpoKjcnU with medical <Mn on dteir reports were more than twice as likely to repon 
housing problems (3d%) than those who said it was not on their repacls|l8%) 


Uhelisood of a Housmg Problem If... 



The results were similat for the respondents with medical debt who had been had 
been contacted by a collection agency Those contacted by cdlectioa agencies were also 
much more likely to (37^k) to repon housing problems than those not contacted ( I8tk) 
Though a small percentage of respondents ($S) had been sued in small daims court, the 
ramincauons loomed large with nearly seven in ten of this group reporting bousing 
problems Sev en percent of those with medical debt filed for personal bankruptcy 
because of it ** 

Earlier thit year. The Access Project worked with Demos examining medical debt 
on credit cards Demos had commissioned a study oflow and middle income 
households, those with income between SO- 1 20% of local median income, carryii^ credit 
card debt for three months or longer We examined these data and found that 29% of 
respondems reported that medical expenses contnbuted to their current level of credit 
card riebt Of this group, nearly 7 in ten (69%| had a major medical expense in the 
previous three years Among the overall sample. 20% reported a major medical expense 
in the previorts three years and that medical expenses contributed to their current credit 
card ilcbt, we catcgoriied this group as the medically indebted When we analysed the 
data for the medically indebted group, we found that their average credit card debt was 
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sigreficandy higher (SI 1.623) dian those not metfaciny indctMcd 4S7.964) We also found 
that the medically indebted Mere far more Nkdy to be contacted by collection 
(62^ii) than those not medically indebted **' 

The Access Project has also learned much about billing and debt problems 
through direct assistance that \se provide to people nidi medical debt In helping them 
resolve their debt problems, we gain insight into the complexity of systems encountered 
by people with these debts for example, hospital pabents oDen receive individual 
invoices for ambulance, hospital, physician, pcescripbon dnq^ and lab services All of 
these bills are potential strikes against them in terms of their creifit repon 

If mcdica] bills are unpaid. thc> can linger for years, often long afler medical 
providcri have written them off the books as bod debt Even medicd bills with small 
balances can have sigibricam and detrimental influence over one's credit Again, our 
study of housing problems resuibng from medical debt is instrucbve We found that even 
respondents with what might be considered small levels of outstanding billsf SSOOor 
less), one in eight reported housing problems with the percentages increasing along with 
the level of debt 


Likelihood of Housing Problems by 
Size ar>d Age of Debt 
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Conclusion 

People are at their most vulnerable when they or a loved one experience illness or 
injury. Being ill and in debt can be a frightening, or even devastating, experience. At 
present, the American health care system puts far too many American at financial risk. 

As a result, millions of Americans incur medical debt each year. This debt constricts 
access to health care and can block access to affordable credit. Repairing the American 
health care system must be a national priority. 

In the long term, American must have universal access to comprehensive benefits. 
Tens of millions of Americans are uninsured or underinsured. Health insurance does not 
effectively protect families from financial exposure if they experience illness or injury, 
The Access Project encourages regulators to carefully consider the wisdom of insurance 
products that shift the financial burden of health care to Americans through various out- 
of-pocket expenses but rather establish standards for adequate insurance protection 
including cost-sharing obligations that are proportionate to household income. 

Ultimately, Americans must have universal access to comprehensive benefits. 

However, in the near term, relief from credit problems related to medical debt 
could be achieve by limiting medical providers, and their agents, from reporting medical 
debt to credit agencies. America has some of the world’s finest medical institutions 
staffed by caring and compassionate people committed to healing. However, medical 
debt can cause harm to these patients. Credit reports marred by medical debt may limit a 
person’s ability to access affordable credit, limit employment and housing opportunities, 
result in higher costs for homeowners, and increase the costs of other insurance products. 
The Access Project encourages regulators to consider ways to prevent involuntary 
medical debt from tarnishing a credit report by prohibiting medical providers and their 
agents from reporting such debt to credit agencies. 

On behalf of The Access Project, thank you for calling attention to this important 
issue. We hope that you consider this testimony when developing new public policies 
related to health care, insurance coverage or consumer credit. 
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Chairman CONYERS. Thank you for your very interesting testi- 
mony. 

The only thing not said about Dr. Himmelstein when he was in- 
troduced by Subcommittee Chair Sanchez is that he is the co- 
founder of the Physicians for National Health Plan, some 20 years 
or more ago, where we now have tens of thousands of doctors who 
are looking at the same issue that this Subcommittee is looking for- 
ward to. 

And we commend you for your staying power in this. Dr. Him- 
melstein, and welcome you. 

TESTIMONY OF DAVID U. HIMMELSTEIN, 

HARVARD MEDICAL SCHOOL, CAMBRIDGE, MA 

Mr. Himmelstein. Thank you, Mr. Chairman. Thank you to 
Members of the Committee. 

I would just say, when we started that organization, a reporter 
told us that Physicians for National Health Program sounds like 
furriers for animal rights. But it is now the fastest growing medical 
organization in the United States. 

I am a primary care doctor for 25 years. I have taken care of pa- 
tients at the public hospital in Cambridge, Massachusetts, and 
served on the faculty of Harvard Medical School. Caring for pa- 
tients is tremendously gratifying. But our health financing system 
constantly thwarts my efforts to help my patients and inflicts fi- 
nancial suffering that I am powerless to alleviate. 

I have seen patients die because they have delayed care for dia- 
betes, chest pain, high blood pressure fearing the costs of that care. 
This needless suffering has motivated me to undertake both the ad- 
vocacy that you spoke of and the research that I am going to talk 
about today. 

I want to start by saying that health insurance is a little bit like 
a hospital gown. And for those of you who aren’t familiar with our 
gowns — I know the nurses in the audience will be — I brought along 
an example. It looks from the front like it covers a lot. But around 
back, there is a lot left uncovered. And that coverage hangs from 
a tenuous thread. 

Most Americans think they are covered, but few of us are really 
shielded from the financial ravages of illness. This is the key find- 
ing of our bankruptcy study. We went around the country and 
interviewed nearly 1,800 people in bankruptcy courts. If all we had 
to do was to look at court records, it would have been a much sim- 
pler study. And the problem with those court records, as has been 
mentioned, is that things like credit card debt hides, in fact, med- 
ical debt. 

When people take out a second mortgage on their home to pay 
a medical bill, that doesn’t appear in the court records as medical 
debt. And Mr. Millenson and Mr. Dranove’s findings that the Rank- 
ing Member, Mr. Cannon, spoke of ignore that fact and, in fact, fail 
to take in account that ours is the only study that actually asks 
people directly the question, “What caused your bankruptcy?" 

One can only dismiss our finding by saying that people like Ms. 
Smith when they tell us that medical care or medical bill caused 
their bankruptcy — one has to say, “No, it didn’t,” in order to dis- 
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miss our study. Ours is not just a statistical finding, but one taken 
from actually talking to people. 

I want to emphasize three lessons from our work. First, medical 
bankruptcy is a middle-class problem. People who file for bank- 
ruptcy in the wake of illness are average Americans who did one 
thing wrong. They got sick. 

Most of the three-quarters of a million families bankrupted by ill- 
ness or medical bills each year are middle-class. Fifty-six percent 
had gone to college. Fifty-seven percent had owned a home, at least 
until the financial crisis hit. Eighty percent worked in occupations 
that social scientists tell us are middle-class or above. 

Second, most people bankrupted by illness and medical bills, as 
has been said here before, had insurance. And that is important for 
us to know. This is a system that not only fails to work for the un- 
insured, it fails to work for those with coverage. 

In our study, more than three-quarters had coverage at least 
when they first got sick. Sixty percent had private insurance. But 
a third of those lost it in the course of their illness. 

Often illness caused job loss and with it, loss of coverage. It is 
like an umbrella that stops functioning once the rain begins. 

According to the Wall Street Journal, 27 percent of employers 
stop health benefits immediately when a worker is too sick to con- 
tinue working. Twenty-four percent more stop benefits within a 
year. In many cases, debtors whom we interviewed maintained 
their insurance but were bankrupted by medical bills because their 
coverage had gaping holes, co-payments, and deductibles of the 
kind that Ms. Smith talked about. 

The third point I want to emphasize is that the quality of health 
insurance coverage is deteriorating leaving more and more Ameri- 
cans vulnerable to financial ruin. It has been said that we don’t 
have good trend data. In fact, we have some trend data on this. 

Back in 1981, a study asked debtors what caused their bank- 
ruptcy. And at that time, 8 percent of the 312,000 bankruptcy filers 
said that medical problems caused their bankruptcy filing. At the 
time of our study, somewhere between 46 and 63 percent of the 1.4 
million bankruptcy filers in the United States said medical prob- 
lems or medical bills caused their bankruptcy filing. 

In that 20-year period, therefore, we had at least a 23-fold in- 
crease in the rate of medical bankruptcy in the United States. We 
have trend data. 

And recent moves by employers to raise co-payments and 
deductibles under the deceptive rubric of consumer-directed health 
care are putting many more working families at risk. Under such 
plans, many families must pay deductibles of $5,000, sometimes 
even more, before insurance kicks in at all. Personally, I have trou- 
ble fathoming calling such coverage consumer-driven, unless per- 
haps one uses it in the sense that one would say cattle are driven. 

Our findings on medical bankruptcy are apparently just the tip 
of the iceberg, as has been said here before. About 729,000 families 
are bankrupted by illness and medical bills each year. But many 
more are under severe financial duress. 

Commonwealth fund surveys that have been alluded to tell us 
that 18 percent of Americans are paying off medical debt over time. 
Eight percent of insured Americans received a collection call in the 
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past year. Thirty-nine percent increase in American families paying 
off medical bills over time, over the past 5 years. 

The situation is particularly dire for those with serious illnesses. 
Among those under 65 who have diabetes, heart disease, high blood 
pressure or arthritis, more than three out of 10 spend at least 10 
percent of their income on health care. Among insured cancer pa- 
tients, 22 percent say that medical bills consumed virtually all of 
their savings. 

A study of terminally ill patients in ICUs found that the terminal 
illness caused a moderate or severe financial problem for at least 
39 percent of families. And virtually all of those families had cov- 
erage. 

In sum, our health financing system is failing. Tens of millions 
are uninsured. Tens of millions more pay for insurance only to find 
that what they bought in good faith was a defective product. 
Health insurance is not working. 

At doctors’ offices and hospitals around our Nation the first ques- 
tion patients face is how will you be paying for this. In Canada 
where medical bankruptcy is rare and in Sweden and in France 
and in the rest of the developed world, the first question is how can 
I help you. These differing questions reflect not only the inhu- 
manity of our care, but also its inefficiency. 

We waste hundreds of billions annually on the paperwork re- 
quired by our complex and redundant private insurance system. Di- 
verting these dollars from bureaucracy to care would allow us to 
extend coverage to all Americans and to eliminate co-payments and 
deductibles without increasing health spending. Indeed, our gov- 
ernment already spends more per capita on health care than any 
Nation with national health insurance. 

National health insurance such as that that you, Mr. Chairman, 
have proposed would wipe out medical debt. And nothing short of 
that will work. 

I thank you for your attention. 

[The prepared statement of Mr. Himmelstein follows:] 
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Summary/Oral Testimony 


My name is David Himmelstein. For the past 25 years I have served as a primary 
care physician at Cambridge Hospital, the public hospital in Cambridge Massachusetts. 1 
also serve on the faculty of Harvard Medical School. Caring for patients is tremendously 
gratifying, but our health financing system constantly thwarts my efforts to help patients, 
and inflicts enormous financial suffering that I am powerless to alleviate. I have seen 
patients die because they delayed care - for diabetes, chest pain, high blood pressure - 
fearing the costs. This needless suffering has motivated me to undertake research to 
systematically document the failings of our health care system, and has also led me to 
advocate for health care reform. 

Health insurance is a bit like a hospital gown. From the front it appears to shield 
the essentials. Closer inspection, however, reveals a lot uncovered behind - and only a 
tenuous thread prevents full exposure. 

Most Americans think they’re covered. But few of us are really shielded from 
the financial ravages of illness. This is the key finding from the 2001 Harvard Consumer 
Bankruptcy Study' - the most comprehensive examination of medical bankruptcy ever 
performed. 1 served as a Principal Investigator for that study, and attach a copy of a 
scholarly article reporting its principal medical findings. Professor Warren - another of 
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the Principal Investigators - is here today and will describe in detail many of these 
findings. 

1 want to emphasize three lessons from our work 

First, medical bankruptcy is a middle class problem. Most of the three-quarters of 
a million families bankrupted by illness or medical bills each year were solidly middle 
class. 56% had gone to college and 57% owned a home (at least until financial crisis hit). 
80% worked in occupations that social scientists would classify as “middle class.” 

Second, most people bankrupted by illness and medical bills have insurance. In 
our study of medical debtors, more than three quarters had coverage - at least when they 
first got sick. 60% had private insurance, but one third of them lost it during the course 
of their illness. Often, illness caused job loss, and with it the loss of coverage. 

According to the Wall Street Journal, 27% of employers stop health benefits immediately 
when a worker is too sick to work, and another 24% stop benefits within a year^. In many 
cases, maintained their insurance, but were bankrupted by medical bills because their 
coverage had gaping holes - co-payments, deductibles, and exclusions. 

Third, the quality of health insurance coverage is deteriorating, leaving more and 
more Americans vulnerable to financial ruin. Between 1981 and 2001 medical 
bankruptcies increased more than 20 fold’, driven by rising medical costs and declining 
coverage. And recent moves by employers to sharply raise co-payments and deductibles 
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-under the deceptive rubric “consumer driven healthcare” - are putting many moe 
working families at risk. Under such plans, many families must pay deductibles of $5000 
before insurance kicks in. Personally, I cannot fathom calling such coverage “consumer 
driven”, except, perhaps, in the sense that cattle are driven. 

Our findings on medical bankruptcy are apparently j ust the tip of the iceberg. 
About 729,000 families are bankrupted by illness and medical bills each year, but many 
more are under severe financial duress. Surveys by the Commonwealth Fund indicate 
that i8% of INSURED non-elderly Americans are paying off medical debts over time, 
and 8% had received a call from a collection agency regarding a medical debt in the past 
year'*. According to a Kaiser Foundation survey, one quarter of American families had a 
problem paying a medical bill in 2006, a 39% increase in the past decade^ 

The situation is particularly dire for those with serious illnesses. Among people 
under 65 who have diabetes, heart disease, high blood pressure or arthritis, more than 3 
out of ten spend at least 10% of their income on healthcare*. Among INSURED cancer 
patients, 22% report that medical bills consumed all or most of their savings; 3% declared 
bankruptcy; and 7% were left without enough money for food, heat or housing^. A study 
of terminally ill patients in ICUs found that the terminal illness caused a moderate or 
severe financial problem for 39% of families - and virtually all of these patients had 
insurance*. 
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Tn sum, our health financing system is failing. Tens of millions are uninsured, 
tens of millions more pay for private health insurance only to find out once they’re ill that 
they have bought a defective product. Only national health insurance that provides first 
dollar, comprehensive, non-cancellable coverage can offer real protection to American 
families. 

At doctors’ offices and hospitals around our nation, the first question patients face 
is “How will you be paying for this?” Tn Canada (where medical bankruptcy is rare’) and 
Sweden and France and the rest of the developed world the first question is “How can I 
help you?” These differing questions reflect not only the inhumanity of our care, but also 
its inefficiency. We waste hundreds of billions of dollars annually on the paperwork 
required by our complex and redundant private insurance system'®. Diverting these 
dollars from bureaucracy to care would allow us to extend coverage to all Americans, and 
eliminate co-payment and deductibles, without any increase in health spending. Indeed, 
our government already spends more per capita on healthcare than any of nation with 
national health insurance. 

National health insurance, such as that proposed by Chairman Conyers, would 
wipe out medical debt. Nothing short of that will work. 
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VIarketWatch 


Illness And Injury As Contributors To 
Bankruptcy 

Even universal coverage could leave many Americans vulnerable to 
bankruptcy unless such coverage was more comprehensive than 
many current policies. 

by David U. Himmelstein^ Elizabeth Warren, Deborah Thorne, and 
Steffie Woolhandler 


ABSTRACT: In 2001, 1.458 million American families filed for bankruptcy. To investigate 
medical contributors to bankruptcy, we surveyed 1,771 personal bankruptcy filers in five 
federal courts and subsequently completed in-depth interviews with 931 of them. About 
half cited medical causes, which indicates that 1.9-2.2 million Americans (filers plus de- 
pendents) experienced medical bankruptcy. Among those whose illnesses led to bank- 
ruptcy, out-of-pocket costs averaged $11,854 since the start of illness; 75.7 percent had in- 
surance at the onset of illness. Medical debtors were 42 percent more likely than other 
debtors to experience lapses in coverage. Even middie-class insured families often fall prey 
to financial catastrophe when sick. 


Tl Ehe Ji?,br.nr he insdlvenf. to serve creditors, let 
his body he cut in pieces on the third marker day. 

It may be cut into more or fewer pieces with im- 
punity. Or, if his creditors consent to it. let hun 
he ,snlJ to loreigners beyond the Tiber 
— Twelve Tables, Table 111, 6 {ca. 450 B.C-l 

O UR BANKRUri'CY SYSTEM WOrks 

differently frorn tlTau of ancient Rome; 
creditors carve up the debtor's assets, 
not the debtor. Even so, bankruptcy leaves 
painful problems in its ^^■ake. It remains on 
credit reports tor a decade, making every- 
thing from car insurance to house payments 


more expensive.- Debtors’ names are often 
published in the newspaper, and the fact of 
their bankruptcy may show up whenever 
someone tries to find them via the Internet. 
Potential enipkoyers who run routine credit 
checks (a common screening practice) will 
discover the bankruptcy, whie.h caji lead to 
embarrassment or, worse, the lost chance for 
a much 'needed job.^ 

Personal bankruptcy is common. Nearly 1.5 
milli on couples or individuals filed bank- 
ruptcy petitions in 2001, a '^60 percent in- 
crease suice 1980.' Fragmentary data from the 
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legal literal: ure suggest that illness and medical 
hiiis coniTibute to bankruptcy. Most previous 
studies oi medical bankruptcy, however, have 
rehed on court records — where medical debts 
may be subsumed under credit card or mort" 
gage debt — or on responses to a single surv’ey 
quesciond None has collected detailed infoi' 
mation on medical expenses, diagnoses, across 
to care, work loss, or insurance coverage. Re-- 
search has been impeded both by the absence 
of a national repository for banlaupccy filings 
and by debtors' reticence ro discuss their 
bankruptcy; in population -based sur\?eys, only 
half of those "who have undergone bankruptcy 
admit ro ltd 

The health policy literature is virtually si-- 
lent on bankruptcy, although a few studies 
have looked at impoverislimenc attributable to 
illness. In his 1.972 book. Sen. Edvvard Kennedy 
gave an impressionistic account of 
“sickness and bankruptcy.”^ The likelihood of 
incurring high our-oi-pcK:ket costs was incor- 
porated into older estimates of the number of 
underinsured Americans: evs^enty-nine million 
in 1987.’ About 16 percent of families now 
spend, morc^ than one-twentieth of their in- 
come on health care.’’ Among terminally ill pa- 
tients (most of them insured), 39 percent re- 
ported. t:har health care costs caused moderate 
or severe financial problems.® Medical debt is 
common among the poor, even those with in- 
suran.ee, and interferes ^\ith access to care.^® At 
least 8 percent, and perhaps as many as 21 per- 
cent, of American families are contacted by 
coIlecc.ion agencies about medied bills annu- 
ally.^- 

Our study provides rhe first extensive data 
on the medical concomitants of bankruptcy, 
based on a survey of debtors in bankruptcy 
courts. We address the iollowing questions: 
(1) Who files for bankruptcy? (2) How fre- 
quently do ilhiess and medical bills contribute 
to bankruptcy? (3) When medical bills con- 
triliute, how large are they and for what ser- 
rices? (4) Does inadequate health insurance 
play a role in bankruptcy? (5) Does bank- 
ruptcy compromise access ro care? 


A Brief Primer On Bankruptcy 

“Bankrupt” is not synonymous with 
“broke.” “Bankrupt” mtrans fihng a petirion in 
a federal court asking for protection from 
creditors ria the bankruptcy laws. A single pe - 
tition nmy cover an individual or married cou- 
ple. The instant a debtor files for bankruptcy, 
the court as.sumes legal control of the debtor’s 
assets and halts all collection efforts. 

Shortly after the filing, a courr-appoinred 
trustee convenes a meeting to inventoi'y the 
debtor’s assets and debts and to determine 
which assets are exempt from seizure. States 
may regulate these exemptions, which often 
include work mols, clothes, Rihles, and some 
equity in a home. 

xAbout 70 percent of all consumer debtors 
file under Chapter 7 of the Bankruptcy Code; 
most others fileunder Chapter 13. In Chapter 7 
the trustee liquidates all nonexempt assets — 
although 96 percent of debtors have so lil:tle 
unencumber^ property that there is nothing 
left to liquidate. xAt the conclusion of die bank- 
ruptcy the debtor is freed from many debts. In 
Chapter 13 the debtor proposes a repayment 
plan, which extends for up to five years. Chap- 
ter 1 3 debtors may retain their property so long 
as they stay current with thei.r repayments. 

Under Kx'h chapters, taxes, student loans, 
alimony, and child support remain payable in 
full, and debtors must make payments on all 
secured loans (such as home mortgages and. 
car loans) or Forfeit rhe col lateral. 

Study Data And Methods 

This study is based on a cohort of 1,771 
bankruptcy filings in 2001. For each filing, a 
debtor completed a WTitten ciuestionnaire at 
rhe mandator)' meeting with the trustee, and 
we absriacted financial data from public court 
records. In addition, vve c.onducted follow-up 
telephone interview's with about half (931) of 
these debtors. 

B Sampling strategy. We used cluscer 
sampiing to assemble a cohort of households 
filing for personal bankruptcy in five (of the 
seventy-seven total.) .federal judicial disnicts.-^ 
We collected 250 questionnaires in each dis- 
trict, representative of the proportion of Chap- 
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reis 7 and 13 filings in that disixicr. These 1,250 
cases con sui Lure our “core sampie.” For 
planned sciidies on housing, we collected 
identical data from an additional 521 home" 
owners filing for bankruptcy. We based our 
analyses on all 1,771 bankruptcies with re" 
sponses ^^■eighted to maintain the representa" 
riv(.rness of tbc* sample. ' 

S Data coiiection. With the cooperation 
of the judges in each district, we contacted the 
t.rustces who officiate at meetings with debt" 
or;s. The trustees agreed to distribute, or to 
allow a research assistant to distribute, a self- 
administered questiomiaire to debtors appear- 
ing at the bankruptcy meeting. Questionnaires 
(which were available in F.nglish and Spanish) 
included a cover letter explaining the research 
project and human subjects protections and 
encouraging debtors to consult their attorneys 
(who ^vere almost always present) before par- 
ticipating. 

The questionnaire asked about demograph- 
ics, einployrnent, housing, and specific reasons 
for filing for bankruptcy; it also asked whether 
the debtor had medical debts exceeding 
.$1,000, had. lost two or more weeks of work- 
related income because of il Iness, or had health 
insurance coverage for themselves and all de- 
pendeiil:s at the time of filing, and whether 
there had been a gap of one month or more in 
that coverage durir^ the past nvo years. In 
joint filings, collected demographic infor- 
mation for each spouse. 

During the spring and summer of 2001 we 
collected questionnaires from consecutive 
debtors in each district until the target num- 
ber was reached. 

■ Foiiow-up telephone interviews. The 

written questionnaire distributed at the time 
xof bankruptcy filing invited debtors to partici- 
pate in future telephone interviews, for which 
they M'Otiid receive $50; 70 percent agreed to 
such interviews. We ultimately completed fol- 
low-up telephone inteniews with 931 of the 
1,771 debtor families, a response rate of 53 per- 
cencA^ The telephone interviews, conducted 
between June 2001 and February* 2002 using a 
strucrured, computer-assisLed protocol, ex- 
plored finaucial, housing, and medical issues. 


Many debtors also provided a narrative de- 
scription of their bankruptcy' experience. 

S Detailed medical questions. Each of 
the 931 interviewees was asked if any of the 
following had been a signiticanr cause of their 
bankrupteve an illness or injury*, die death of a 
family' member; or the addition of a family 
member through birth, adoption, custody, or 
fostering. Tlio.se v^To answered yes to thi.s 
screening question vv*ere queried about cliag- 
noses, health insurance during the dlness, and 
medical care use and spending. Interviewers 
collected information about each household 
maiiber with medical problems. In total, we 
collected in-depth medical information on 391 
people with health problems in 332 debtor 
households. 

■ Data analysis. We used data from the 
self-administered questionnaires (and (.xiurt 
records) obtained from ail 1,771 filers to ana- 
lyze demograpliics, health cov-erage at the time 
of filing, and gaps in coverage in the two years 
Iveforc Filing. 

W't also used the questionnaire to estimate 
how frequently illness and medical bills con- 
rributed to bankruptcy. We developed two 
summary measures of medical bankruptcy. 
Under the rubric '"Major Medical Baiil<ruptcy” 
we included debtors who either (1) cited, ill- 
ness or injury as a specific reason for bank- 
ruptcye or (2) reported uncovered medical bills 
exceeding SLOOO in the past years, or (3) lost 
at least two weeks of work-related .income be- 
cause of illness, /injury, or (4) mortgaged a 
home CO pay medical bills. Our more inclusive 
category, “Any Medical Banlcruptcy,” included 
debtors who cited any of the above, or addic- 
tion, or uncontrolled gambling, or birth, or the 
death of a family member.^^ 

Data from the 931 foUow-up telephone in- 
terviews vv*^ere used to analyze hardships expe- 
rienced by debtors iu the period surrounding 
their bankruptcy, including problems gaining 
access to medical care. The in-depth medical 
interviews regarding 391 people with medical 
problems are the basis for our analyses of 
which household members were ill, diagnoses, 
health insurance at onset of illness, and out- 
of-pocket spending. Two physicians 
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(Himmdsrcin and Woolhandlcr) coded the di- 
agnoses gi'\’en by debtors into categories for 
analysis. 

SAS and SUDAAN werc used for statistical 
analyses, adjusting tor complex sample design. 
To extrapolate our findings nationally, we as- 
sumed that our core sample was representative 
oi the 1,457,572 households filing tor bank- 
ruptcy during 2001. Human subject commit- 
tees at Harvard Law School and the Cam- 
bridge Hospit al approved the project. 

Study Findings 

S Who files for bankruptcy? Exhibit 1 

displays the demographic characteristics of 
our weighted sample of 1,771 bankruptcy filers. 
The average debtor’ was a Forw-one-yeai’-oid 
^voman with ciiiiclren and at least some college 
education. Most debtors owned homes; their 
occupational presri.ge scores place them pre- 
duninantly in the middle or working classes. 

On average, each bankruptcy m\x)lvccl 1.32 
debtors (refkx’.ring some joint filings by mar- 
ried couples) and 1.33 dependents. Extrapo- 
iatiiig from our data, the 1.5 million personal 
bankruptcy filings nationally in 2001 involved 
3.9 million people: 1.9 million debtors, 1.3 mil- 
lion children under age eighteen, and 0.7 mil- 
lion other dependents. 


M Medical causes of bankruptcy. Ex 
hibiu 2 shows the proportion of debtors (K - 
1,771) citing various medical contributors to 
their bankruptcy and the estimated number of 
debtors and dependents nationally aflectedby 
each cause. More than one-c[uarter cited iil- 
ness or injur>^ as a specific reason for banlc- 
ruptcy; a similar number reported uncovered 
medical hills exceeding Jsl.OOO. Some debtors 
cited more than one medical contributor. 
Nearly half (46.2 percent) (95 percent confi- 
dence interc'al = 43.5, 4R.9) of debtors met at 
least one of our enreria for '‘major medical 
baiikruptcyv' Slightly more than half (54.5 per- 
cent) (95 percent Cl = 51,8, 57.2) met c.riteria 
for “any medical bankruptcy.” 

A lapse in health insurance coverage during 
the tv'o years before filing ^vas a strong predic- 
tor of a medical cause of bankruptcy (Exhibit 
3). Nearly four-tenths (3R.4 percent) of debt- 
ors who had a “major medical bankruptcy” 
had tL\perien.(.’ed a lapse, compared with 27.1 
[•jercent of debtors with no medical cause (p < 
.0001). Surprisingly, medical debtors ^vel•e no 
less likely than other debtors to lia^^e coverage 
at the time of filing. (More derailed, coverage 
and cost data for the subsample we inter- 
viewed appears belovvO 

Medic.’.aldc^brors resembled, other debtors in 


EXHIBIT 1 

Demographic Characteristics Of Primary Debtors In Bankruptcy Filings, 2001 


All 

Major medical 


bankruptcies 

bankruptcies^ 

Median age (years) 

41 

42 

Percent rnaie'’ 

45.1% 

44.2% 

Percent of households filing under Chapter 7 

62.2% 

62.3% 

Average number of debtors and dependents per bankruptcy 

2.65 

2.75 

Percent with at least some college education 

53.5% 

55.8% 

Percent current homeowners or lost hone in past 5 years 

55.3% 

56.5% 

Percent with occupational prestige scores above 20 

81.2% 

80.0% 

Median income in year priorto bankruptcy filing 

$25,000 

£24,500 


SOURCE: Authors analysis of data from the Consumer Bankruptcy Project 

NOTE: P> .05 for all comparisons between debtors with a major medical cause and other debtors. 

" Bankruptcies msetng at least one of the foNowing criteria: Illness or injury listed as specific reason, uncovered medical b'Hs 
e.xceeding $.1,000, last at least two weeks of work-related income because of illnss^injury. or I'nort.gaged home to pay medical 
bills. 

^ O'ata are for primary and secondary debtors combined. 
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EXHIBIT 2 

Medical Causes Of Bankruptcy, 2001 


Number of debtors and 


Percent of dependents in affected 
bankruptcies U.S. families annually^ 


Specific reason for bankruptcy* cited hy debtor 
liine?iSorin|ury 

Birth/addition of new family member 

Death in family 

Alcohol or drug addiction 

Uncontrolled gambling 

28.3 

7.7 

7.6 

2.5 

1.2 

1,0.39,880 

421,256 

281,309 

109,180 

39,566 

Debtor or spouse lost at least 2 weeks of work-related 
income because of iliness/injury 

21.3 

825,1.13 

Uncovered medical bills exceeding $1,000 in 2 yeans 
before filing 

27.0 

1.150,302 

Mortgaged home to pay medical bills 

2.0'’ 

64,000 

Major medical cause (illness or injury listed as specific 
reason, or uncovered medical bills exceeding $1,000. 
or lost at least 2 weeks of work-reiatefi income because 
of iliness/injury, or mortgageci home to pay medical bills) 

46.2 

.1,850,098 

Any medical cause (any of the above) 

54.5 

2.227,000 


SOURCE: Authors' analysis of flats from ths Comumor Bankruptcy Project 

“Extrapolation based on number of bankruptcy filings curing 2001 and household size of debtors citing each cause. 
Percentage based on homeowners rather than all debtors. 


EXHIBITS 

Health Insurance Status Of Debtors With And Without Medical Causes Of Bankruptcy, 

2001 


Percent of debtors 
citing any medical 
cause of bankruptcy^ 


Percent of debtors 
citing major medical 
cause of bankruptcy** 


Percent of debtors 
citing no medical 
cause of bankruptcy 


Debtor or a dependent 
uninsured at time of 

bankruptcy filing 32.0® 32.6® 34.5 

Debtor or a dependent had a 
lapse in coverage during 

past 2 years 31 . 1 ***'* 38.4**** 27.1 

SOURCE; Authors snaiysis of data from the Consumer Bankruptcy Project 

“ Bankruptcy meeting one or mors of the following criteria: Illness, injury, addition to family, death, alcoholism, drug addiction, 
or uncontrolled gambling as reason for bankruptcy'; or debtor/spouse lost at least 2 weeks of work-related income becaus-c of 
iilness/injury: or uncovered mreflical bills exceeding$l,000; or mortgaged home to pay medical bills. 

Bankruptcy meeting one or more of the following criteria; Illness or injury as specific reason for bankruptcy: or uncovered 
medical bills exceeding £1,0C0; or debtcr/spouse lost at least 2 weeks of work-related income because of iliness/injury: or 
moitgaged home to pay medical bills. 

'•p not significant for comparison to debtors citing no medical cause of bankruptcy. 
w**-*p QQ^ fyp. ccrnpariscn to debtors citing no medical cause of bankruptcy. 
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most orher respecTs (EYliibir 1). However, rhe 
''major medical f^^an kimprcy” group was 16 per- 
cent (p < .03) less likely than other debtors to 
cite trouble managing money as a cause of 
their bankruptcy (data not showm). 

S Privations in the period surrounding 
bankruptcy. In our follow -up telephone inter- 
views with 931 debtors, they reported substan- 
tial privations. Duringthe two years before fil- 
ing, 40.3 percent had lost telephone service; 
19.4 percent had gone without food; 53.6 per- 
cent had gone without needed d<x:tor or den- 
tist Hsits because of rhe cost; and 43.0 j^ercent 
had failed to fill a prescription, also because of 
the cost. Medical debtors experienced more 
problems in access to care than other debtors 
did; three Tilths went vvitliout a needed doctor 
or dentist visit, and nearly half failed to fill a 
prescription (Exhibit 4), 


Medical debt was also associated with 
mortgage probieins. Among the total sample of 
1,771 debtors, these wTth more than $i,000 in 
medical bills were more lilcely than others to 
have taken our a mortgage to pay medical bills 
(5.0 peix:ent versus 0.8 percent). Fifteen per- 
cent of aU homeow-ners wTo had taken out a 
second or third mortgage cited medical ex- 
penses as a reastm. Follovv-up phone inter- 
view’s revealed char among homeowners with 
high-cost mortgages (interest races greater 
than 12 percent, or I'oints plus fees of at least 8 
percent), 13.8 percent cited a medical reason 
for taking out the loan. 

Following their bankruptcy filings, about 
one-third of debtors amtinued to have proli- 
lems paying their bills. Medical debtors re- 
ported particular problems making mortgage/ 
rent payments and paying for utilities (Exhibit 


EXHIBIT 4 

Privations Experienced By Households In The Period Surrounding Bankruptcy, 2001 


Privation In households reporting 


problems due to finances in the 24 

Any medical cause 

Major medical cause 

No medical cause 

months before filing for bankruptcy 

of bankruptcy* 

of bankruptcy^ 

of bankruptcy 

Went without food 

21.1%® 

21.8%® 

17,0% 

Water or electricity shut off 

30.2® 

29.8' 

26.4 

Lost phone sen,'ice 

43.4® 

43.6® 

35,9 

Moved because of financial difficulties 

17.0® 

17.8® 

14.3 

Lost insurance (home, oar. life, or health) 

47.4**** 

46.7*** 

34,6 

Wont without a noeded doctor/denlist vteit 

59.5**** 

60.7**"* 

4.5,0 

Failed to fill a prescription 

46.7** 

49.6*** 

37,6 

Changed care arrangements for an elderly 




relative 

6.7** 

6,7* •• 

2,7 

Privation in households reporting 




continuing financial problems 3-12 




months after filing for bankruptcy 




Any orobierr: paving Pills 

32.7® 

31. T 

27.5 

Problem paying mortgage/re nt 

13.8** 

12.9® 

9.1 

Problem paying utilities 

16.7** 

14.9® 

9.5 


SOURCE; .Authors analysis of data from the Consumer Bankruptcy Project. 

" Bankruptcy meeting one or more of the following criteria; illness, injuiy. additon to family, death, alcoholism, drugacdiction, 
or uncontrolled gambling as reason for bankruptcy: or debtor/spouse lost at least two weeks of woiV-related income because 
of iilness.^injury: or uncovered medical oiiis exceeding $1,000; or mortgaged home to pay medical bills, .f’ values are for 
comparisons to bankrupt hoiisehotas citing no medical cause of bankruptcy. 

’ Bankruptcy meeting one or more of the following criteria: Illness or injury as specific reason for bankruptcy; or uncovered 
medical bills exceeding $1, COO; or debtor./spouse lost at least two weeks of work-related income because of illness/injury; or 
mortgaged home to pay medical bills. F values are for comparisons to bankrupt households citing no major medical cause of 
bankruptcy. 

' Not Significant (p > .05). 

* p <.10 •‘* p <.05 01 ^'**'* p < .001 
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4). r\lrliough our interviews occurred soon af- 
ter the bankruptcy filings (seven months, on 
average), many debtors had already been 
turned down for jobs (3.1 pcR'.enr), mortgages 
(.5.8 percent), apartment rentals (4.9 percent), 
or car loans (9.3 percent) because of the bank- 
ruptcy on their credit reports. 

M Medical diagnoses, spending, and 
type of coverage. Out' interviews yielded de- 
tailed data on diagnoses, health insurance cov- 
erage, and medic.al bills for 391 debtors or fam- 
ily members whose medical problems 
contributed to bankruptcy. In three-quarters 
of cases, the person experiencing the illness./ 
injury was the debtor or spouse of the debtor; 
in 1 3.3 percent, a child; and in R.2 percent, an 
elderly relative. 

Illness begot financial problems both di- 
rectly (bec.ause of medical costs) and through 
lost income. Three-fifths (59.9 percent) of 
families banltrupted by medical problems in- 
dic.ated. that medical bills (from medical care 
providers) contributed to bankruptcy; 47.6 
percent cited drug costs; 35.3 percent had cur- 
tailed employment because of illness, often 
(52.8 percent) to c.are for someone else. Many 
families had problems with both medical bills 
and income loss. 

Families banla-uptcd by medical problems 
cited varied, and sotnetimes multiple, diagno- 
ses. Cardiovascular disorders were reported 
by 26.6 percent; ti'auma.'’orthopedic/back 
problems by nearly one-third; and cancer, dia- 
betes, pulmonary, or Tnencal di.sorders and 
childbirth -related and congenital disorders by 
about 10 percent each. Half (51.7 percent) of 
the medical problems involved ongoing 
chronic ilhiesses. 

Our in-depth interviews with medical 
dc'brors confirmed that gaps in c.overagc vvere 
a common problem. Tlu'ce- fourths (75.7 per- 
cent) of these debtors were insured at the on- 
set of the banlcrupting illness. Three-fifths 
(60.1 percent) initially had piivatc covenj^e, 
but one-third of them lost coverage during the 
course of their illness. Of debtors, 5.7 percent 
had Medicare, 8.4 percenr Medicaid, and 1.6 
percent veterans/military covetc^e. Those cov- 
ered under government progi'ams were less 


likely than others to have experienced cover- 
interruptions. 

Few medical debtors had elected to go 
W'ithout coverage. Only 2.9 percent of those 
who were uninsured or suffered a gap in cover- 
said that they had not thought they needed 
insurance; 55.9 percent said that premiums 
were unaffordable; ?’.l pei'cent vvere unable to 
obtain coverage because of pi'eexisting TTiedi- 
cal conditions; and most others cited employ- 
ment issues, such as job loss or Lneligibilivy for 
employ'^er-.sj'xansored coverage. 

Debtors’ out-of-pocket medical costs were 
often below levels that are commonly labeled 
catastrophic. In rha* year prior to baiilctuptcy, 
out-of-jx>cker costs (excluding insurance pre- 
miums) averaged ^3.686 (95 percent Cl = 
$2,693, $4,679) (Exhibit 5). Presumably, such 
costs vvere often ruinous because of concomi- 
tant income loss or because the need for costly 
care persisted over several years. Out-of- 
pocket costs sj.nc.e the onset of illness, /'injury 
averaged $11,854 (95 percent Cl $8,532, 
$15,175). Those vvith continuous insurance 
coverage paid $734 aniiuaLly in premiums on 
average, over and above the expenditures d.e' 
tailed above. Debtors with private iTisurance at 
the onset of their illnesses had even lugher out- 
of-poc.ket costs than those vvdrh no insurance 
(Exhibit 5). This paradox is explained by the 
veiy high costs — $18,005 — incurred by pa- 
tients who initially had private insurance but 
lost it. Among famiii.es with med i.cal expenses, 
hospital hills were the biggest medical ex- 
pense for 42.5 percent, prescription medica- 
tions for 21.0 pc‘ix'.enr. and doc.rors' bills for 
20.0 percent. Virtually all of those with Medi- 
care coverage, and most patients with psyclii- 
atric disorders, said that prescription drugs 
were their biggest expense. 

■ The human face of bankruptcy. 
Debtors’ narratives painted a picture of fami- 
lies arriving at the bankruptcy courthouse 
emotionally and financially exhausted, hoping 
to stop the collection calls, save their homes, 
and stabilize their economic circumstances. 
Many of the debtors detailed ongoing prob- 
lems with access to care. Some expressed fear 
that their medical care providers would refuse 
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EXHIBITS 

Out-Of-Pocket Medical Spending Since illness Onset Of Debtors Citing Medical 
Reasons For Bankruptcy, By insurance Coverage And Diagnosis, 2001 


Group Mean out-of-pocket expenditure ($) 


All debtors citing medicsi reasons 

Insurance at onset of illness 

11.854 

Private 

13,460 

Medicare 

8.118 

Medicaid 

8.195 

Uninsured 

10,893 

Covered at orivset of illness Dut gap since then 


Yes 

14.339 

No 

9,898 

Highest-cost diagnoses 


Ca ncer 

35,878 

Neurologic diseases 

15,560 

Mental disorders 

15.478 

Death (any cause) 

17.283 


SOURCE; Autnors' analysis of riala froir^ tne Consumer Bankruptcy Project 


to coiichiue their care, and a few recounted ac- 
tual experiences of this kind. Several had used 
credit c.ards to charge medical bills they liud no 
hope of paying. 

The CO- occurrence of medical and job prob - 
lems was a common theme. For instance, one 
debtor underwent lung surgery and suffered a 
hear: attack. Both hospitalirations were cov- 
ered by his employer- based insitrance, but he 
was unable to return to his physically demand- 
ing job. He found new employment bur was 
denied coverage because of his preexisting 
conditions, which required costly ongoing 
care, Similarly, a teacher who suffered a heart 
attack \^'as unable to return to work for many 
months, and hence her coverage lapsed. A hos- 
pital wrote off her .f 20,000 debt, but she was 
nonetheless bankrupted by doctorrs’ bills and 
the cost of medications. 

A second common rheme was sounded by 
parents of premature infants or chronically ill 
children; many rook time off from work or in- 
curred large bills for home care whhe they 
were at their jobs. 

Finally, many of the insured debtors blamed 
high copayments and deductibles for their fi- 
nancial ruin. For example, a man insured 
through his employer (a large national firm) 


suffered a broken leg and torn knee ligaments. 
He incurred $13,000 in out-of-pocket costs for 
copaymenrs, deductibles, and. uncovered, ser- 
vices — much of it for physical therapy. 

Discussion 

Bankruptcy is common in the United 
States, involving nearly four million debtors 
and dependenrs in 2001; medical problems 
coniTibute to about half of all bankruptcies. 
Medical debtors, like other bankruptcy friers, 
were primarily middle class (by education and 
occupation). The chronically poor are less 
likely to build up debt, have fe^ve^ assets (such 
as a home) to protect, and have less access to 
the legal resources needed to navigate a com- 
plex financial rehabilitation. The medical 
debtors we surveyed were clemographically 
typical Ameri-cans who got sick. They differed 
from others filing for bankruptcy in one im - 
portant respect: T hey ere more .likely to have 
experienced a lapse in health coverage. Many 
had coverage at the onset of their Illness but 
lost iL In other cases, even continuous cover- 
age left families wizh ruinous medical bills. 

S Study strengths and limitations. Our 
sDudys strengths arc the use of multiple over- 
lapping data sources; a large sample size; geo - 
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graphic diversil y; and in -deplh data collection. 
Although our sample may not be hilly repre- 
sentative of all personal banlmiptcies, the 
Chapter 7 filers \N'e studied n-semble Chapter 
7 filers nationally (the only group for v^?hom 
demograpliic data has been compiled nation- 
ally from court records)A' Several indicators 
suggest that response bias did not greatly dis- 
tort our findings.^® 

As in ail surveys, we relied on respondents’ 
truthfulness. Might some debtors blame their 
predicament on socially ac- 
ceptable medical problems 
rather than admitting to irre- 
sponsible spending? Several 
factors suggest that our re- 
spondents were candid. First, 
just prior to ans'\\^cring our 
questionnaire, debtors had 
filed exrensive financial infor- 
mation with the court under 
penalty of perjury — information that was 
available to us in the couit records and that 
virtuaiiy never contradicted the c|uestionnaire 
data. They were about to be sworn in by a 
trustee (who often administered ourquesrion- 
naire) and examined under oath. At few other 
points in life are full disclosure and honesty so 
aggressively emphasined.. 

Second the derails called for in our tele- 
phone interview — questions about out'of- 
pocket medical expenses, who was ill, diagno- 
ses, and so forth — would make a generic claim 
that “we had medical problems” difficult to 
sustain. Third, one of us cniome) intervievved 
(for other studies) many debtors in their 
homes. Almost all specifically denied spend- 
chi:itt habits, and observation of their homes 
supported these claims. Most reflected the 
lifestyle of people under economic constraint, 
wnth modest furnishings and few luxuries. 
Finally, our findings receive indirect corrobo- 
ration from tcc.cnc surveys of the general pub- 
lic that have found high levels of medical debt, 
’v^diich often result in calls from collection 
agencies." 

E\'en when data are reliable, making causal 
in ferences from a cross-sectional study such as 
ours is perilous. Many debtors described a 


complex web of problems involving illness, 
work, and family. Dissecting medical from 
other causes of bankruptcy is difficult. We 
cannot presume that eliminating the medical 
antecedents of hankiuprcy would have pre- 
vented all of the filings va'c classified as “medi- 
cal bankruptcies.” Conversely, many people fi- 
nancially ruined by illness are undoubtc^dly 
too ill, cm destitute, or too demoralized to 
pursue formal bankruptcy. In sum, bank- 
ruptcy is an imperfect proxy lot financial ruin. 

9 Trends in medical 
bankruptcy. Although meth- 
odological inconsistencies be- 
tween studies preclude pre- 
cise quantification of rime 
CTends, medical bankruptcies 
are clearly increasing. In 1981 
the best evidence available 
suggests that about 2.5,000 
families filed for bankruptcy 
in the aftermath of a serious medk.’.al problem 
(R [oercenr of the 312,000 bankruptcy filings 
that year)d’^ Our findings suggest that the 
number of medical bankruptcies had in- 
creased twenty-threefold by 2001. Since the 
numl>er of bankruptcy filings rose 11 percent 
in the eigliceen months after the completion of 
our data collcc.tion, the absolute number of 
tnedical bankruptcies almost surely continues 
to increase.’’ 

9 Policy implications. Our data highlight 
four deficiencies in the financial safer)' net for 
.American families confronting illness. First, 
even brief lapses in Insurance coverage may be 
ruinous and should nor be viewed as benign. 
While forty'-five million Americans are unin- 
sured at any point in time, many more experi- 
ence spells without coverage. We found hrtle 
evidence that such gaps were voluntary. Only a 
handful of medical debtors with a gap in cov- 
erage had chosen to forgo insurance because 
they had not jaereehed a need for it; the o\’er- 
whelming majority had Found coverag,e unaf- 
fordable or etfecch’ely unavailable. The priva- 
tions suffered by many debtors — going 
without food, telephone service, elcctrlciry, 
and health care — lend credence to claims that 
coverage was unarfordable and belie the com- 


“The privations 
suffered by many 
debtors belle the 
common perception 
that bankruptcy is an 
'easy way out.’ 
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moQ perception that banhruptcy is an “easy 
way out." 

Second, many health insurance policies 
prove to be too skimpy in the face of serious ill" 
ness. We doubt that such underinsurance rc" 
fleets families' preterence for risk; few Ameri- 
cans have more than one or two health 
insurance options. Many insured families are 
bankrupted by medical expenses well below 
the “catasD'ophic" thresholds of high'deducC' 
ible plans that are increasingly popular with 
employers. Indeed, even the most comprehen" 
sive plan available to us through Harvard Uni- 
versity leaves faculty at risk for out-of-pocket 
expenses as large as those reported by our 
medical debtors. 

Thu-d, even good employment-based co\’€r' 
age sometimes fails to protect famihes, because 
illness may lead to job loss and the consequent 
loss of coverage. Lost jobs, of course, also leave 
families without health coverage when they 
are at their fj.nanciaUy most vulnerable. 

Finally, illness often leads to financial catas- 
trophe through loss of income, as well as iiigh 
medical biUs. Hence, disabihty insurance and 
paid, sick leave are also critical to financial sur- 
vival ofaseriousillness. 

O NLY BROAD REFORMS can addrcss 
these problems. F-ven universal cover- 
age could leave many Americans vul- 
nerable to baitkruptcy unless such coverage 
was much more comprehensive than many 
current policies. As in Canada and most of 
western Europe, health insurance should be 
divorced from employment to avoid cm-erage 
disruptions at the time of illness. Insurance 
policies should incorporate comprehensive 
stop-loss provisions, closing coverage loop- 
holes that expose insured families to unaf- 
fordable out-of-pocket costs. Additionally, 
improved programs are needed to replace 
breadwinners’ incomes when they are dis- 
abled or must care for a loved one. The low 
rate of medical banitruptcy in Canada sug- 
gests that better medical and social insuiunce 
could greatly ameliorate this problem in the 
United States.'- 

In 1591 Pope Gregory XIV fe.Q gravely ilL 


His doctors prescribed puherized gold and 
gems. According to legend, the resulting de- 
pletion of the papal treasury is reflected in iiis 
unadorned plaster sarcophagus in Sc. Peter’s 
Basilica.*-' Four centuries later, solidly middle- 
class xAmericans still face impoverishment fol - 
lovving a serious illness. 
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Chairman CONYERS. Thank you so much. 

I want to thank all of the witnesses. This has heen very impor- 
tant. It has caused Chris Cannon and myself to begin to think 
about ways that we can come together to put some of the correc- 
tions that are so badly needed. 

And before I recognize him, I just wanted everyone to know that 
Tim Carpenter from Massachusetts is at this hearing. And the 
head of Healthcare-NOW, Marilyn Clement from New York, is at 
this hearing and, of course, Courtney Farr from the California 
Nurses Association. 

And Members of the Committee, all of those folks with the red 
jackets on are members of the Nurses Association, except Courtney 
Farr. She decided to wear white today. 

And so, I am pleased now to turn these proceedings over to Mr. 
Chris Cannon. 

Mr. Cannon. Thank you, Mr. Chairman. 

One of the pleasures of working on this Committee is that the 
Chairman is very clear in his views of the world and his principles, 
as am I. We differ on many of those, but being clear means you 
can actually work together. So he is not exaggerating when he says 
that there are things we would like to do. 

And, frankly, you know, I started out thinking about how Ms. 
Smith was really the only interesting witness. And, of course, we 
had people to her right who made that clear. And the people to the 
left actually were interesting. 

There was some humor in the process. The guys to the right — 
we actually appreciate your information because it will go in the 
report to some degree. 

But I am going to ask the Chair’s indulgence here to actually 
move away just a little bit and then talk about H.R. 676. 

And I think, if you wouldn’t mind, Ms. Smith — in fact, let me 
just quote Mr. Rukavina, who pointed out that much of what he 
and his organization has learned has been talking to people like 
you. I suspect that by talking about — I know this is very difficult 
for you. I apologize in advance. Let me just say many of us have 
had really rotten experiences with the medical system. So I realize 
it is a little bit difficult. 

But I would actually like to talk through with you some of the 
problems of what happened to you and why and try and inform the 
larger debate that we are going through here because while it is 
true that people take money from various different sources and cer- 
tainly, pharmaceutical companies and others, the American Med- 
ical Association, give a lot of money, the fact is they don’t buy loy- 
alty, by any means. 

And the concern that we haven’t done anything, I think, is unfor- 
tunate. I don’t see it as a matter of shame. I see it as a very com- 
plex problem. And I hope that by walking through some of the 
things that have happened to you we can help inform that debate. 

And so, going through your story, “Brewing in my husband’s 
body were bad arteries that also plagued his father.” So we start 
off with a genetic problem. 

This is not a problem of — I think. Dr. Himmelstein, you talked 
about diabetes several times. Actually, several people did. At least 
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Type II Diabetes is often self-inflicted by people who indulge them- 
selves. 

And, in fact, Mr. Conyers, you said earlier that you believe that 
health care is a human right for everybody. And I have done a lit- 
tle poll of doctors. So this is not scientific, not something I should 
be criticized on. 

But their conclusion, generally speaking, when I talk to doctors — 
I have done numbers of these — is that 75 percent of our health care 
costs are self-inflicted. If people would take care of diabetes, if they 
wouldn’t smoke, if they wouldn’t drink to excess, if they would eat 
reasonably, if they would exercise, perhaps as much as 75 percent 
of our health care costs would disappear. If that happened, then we 
could afford not only to take care of everybody in America, but ev- 
erybody in the world and help them have the kind of health care 
that I think human beings are entitled to, largely through their 
own responsibility. 

But in the case of your husband, he did not have — this is not a 
problem that he inflicted upon himself. This is a problem that was 
largely genetic, I take it. 

Ms. Smith. That is correct. Even the doctors at Mayo Clinic 
talked about the genetic predisposition for his family to coronary 
and peripheral artery disease. Throughout his body his arteries are 
not great. 

He has, for whatever reason, the cholesterol-making capacities 
that are in high gear and deposit cholesterol throughout. And he 
is sitting right behind me, always been a tall — this is my husband, 
Larry, sitting right here — tall, slender man. 

And if you looked at the two of us and wanted to decide which 
one might be plagued by some problems with heart issues, it might 
be me who tends to overeat occasionally and have problems with 
things I shouldn’t do. He has always been a very active, tall, slen- 
der guy. 

Mr. Cannon. I am neither tall nor slender, but I am blessed with 
wonderful cholesterol. 

Ms. Smith. That is all 

Mr. Cannon. With the other burdens I carry through life, that 
is just — it happens genetically. And you, on the other hand, had 
uterine cancer. 

Ms. Smith. That is correct. 

Mr. Cannon. Geez, the time is just not long enough to deal with 
these issues. I am frustrated because the time is almost gone. 

But your disease was not something you inflicted upon yourself 
through lifestyle. It is either genetic or something in the environ- 
ment that affected you. So there is really nothing you — you are not 
like an overeating person that brings on diabetes and smokes and 
drinks and causes huge costs in our health care system. You really 
are a typical, normal middle-class American who was smashed in 
a system. 

Ms. Smith. Yes. I would like to just — I know this is really an 
aside. But one of the other things for me because Larry was having 
so many significant health problems and I was so worried about 
the $60 it would cost me to go to the doctor, I put off going, even 
though I knew there probably was something going on with me. I 
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wrote it off to this must be pre-menopausal system — it must be 
something else and waited. 

And then I had a cancer diagnosis. And I would like to urge 
every woman, whether she is here or listening somehow, even if it 
is $60, go get checked. 

Mr. Cannon. You know, we held a hearing in Government Re- 
form on that topic. And I think we actually passed that bill that 
encourages public awareness of uterine and other female cancers 
for that very reason. 

Ms. Smith. Absolutely. 

Mr. Cannon. And, in fact, your point — I am just going to follow 
up. You point out that Larry’s surgery was botched. And on the 
other hand, you refer to, I think, the intuition, I think you refer 
to, of your doctor who sent you to an OBGYN. 

Ms. Smith. Absolutely. It was a dichotomy for us. His sur- 
gery — 

Mr. Cannon. You sort of got blessed. 

Ms. Smith. I was blessed with a nurse practitioner who was 

Mr. Cannon. Yes. 

Ms. Smith [continuing]. Who was ready to write me a script for 
hormonal therapy thinking that I was having pre-menopausal 
symptoms at the age of 45 or 46. And she was ready to write that 
script. And she stopped and turned around and said, “I just don’t 
like the sound of this.” 

And I said, “What would you do if it was you.” She said, “I would 
go have a D&C done.” I said, “Well then, that is what we have to 
do, if I can get it paid for.” And fortunately, my insurance company 
said yes. And thank God, or I might not be sitting here today to 
testify. 

Mr. Cannon. Mr. Chairman, my time is expired. Can I make one 
short comment? And then if we have a second round, I would like 
to pursue this topic. 

That is we have a doctor in the InterMountain Health Care Sys- 
tem named Brent James who has done some really interesting 
things in particular that go to helping avoid botched operations and 
intuition, which is helpful on occasion. But if somebody is only 
riding on intuition, we are likely to see serious other kinds of prob- 
lems. And that, I think, is one of the areas where we will agree 
that there is terrific opportunity for progress. 

And with that, I yield back hoping that we will have a second 
round. 

Chairman CoNYERS. Thanks, Chris Cannon. 

Let me review my notes here. 

A 2-year wait for Medicare — who made that statement? 

Ms. Smith. That was my husband. When he applied — that is 
what the law is right now. 

Chairman CoNYERS. Now, that is something the Congress can do 
between your Committee, other Committee, and this Committee, 
and Ways and Means Committee, we want to take care of that. 

Then somebody talked about a long wait to even get to bank- 
ruptcy after you file. Was that Attorney Warren? 

Ms. Warren. I was the one who mentioned that one of the im- 
portant changes in the recent bankruptcy amendment was to 
lengthen the time between bankruptcies, how soon a family could 
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file again. And that for families with medical problems, we have to 
remember one of the reasons that bankruptcy is not a solution is 
that the medical bills continue. 

You know, I hate to say this. But the advice that I am often 
called on to give for families facing serious medical problems is 
wait until you are sure that the medical problem is entirely over. 
And frankly, that may mean the death of whoever is seriously ill 
before it is that you file for bankruptcy because once you file, there 
is a minimum of 6 years before you will be able to come back again, 
no matter how serious your problem and no matter what the rea- 
son is. 

Mr. Cannon. And, Mr. Chairman, would you yield just for the 
clarification of that? In the BAPCPA — really, we should have put 
another noun in there. Did we lengthen the time between the fil- 
ings for insurance, do you recall? 

Ms. Warren. I thought you had. Although I am willing to yield 
in the — Professor Zywicki, have I got this wrong? 

Mr. White. There is a time between discharge that goes from six 
to eight, if I may, Mr. Cannon. 

Ms. Warren. Yes, we added 2 years. 

Mr. White. But the basic issue with regard to if one has an ongo- 
ing substantial debt situation that was something pre-BAPCPA or 
post-BAPCPA that would have existed in the bankruptcy system 
going back from decades. 

Ms. Warren. Right. But basically 

Chairman CoNYERS. Yes, that is 6 to 8 years 

Ms. Warren. That is right. 

Chairman CoNYERS [continuing]. Before the date of the filing of 
the petition. 

Ms. Warren. That is right. An increase of 2 additional years for 
families who are hard-pressed and regardless of the reason. 

Chairman CONYERS. Two years. 

Mr. Rukavina, you made suggestions about what insurance com- 
panies might be able to do to make this system a little bit more 
palatable. And we want to put that into the record that you can 
elaborate on it whenever you want. But just note that this Com- 
mittee wants to get some specifics from you on that. 

Now, it just occurred to me I was thinking that a lot of people 
are too embarrassed, they are too proud to go into bankruptcy. 
Bankruptcy used to be something that you don’t tell the neighbors 
about. I am beginning to think it has become so common now that 
that stigma is wearing off. 

But one thing isn’t wearing and accounts for why people don’t 
file is that they might lose their jobs when their employers find out 
that you have gone into bankruptcy. Is that correct? Some people 
say yes. 

Professor Zywicki says no. I yield. 

Mr. Zywicki. Under Section 525 of the Code, you don’t lose your 
job if you file bankruptcy. 

Chairman CONYERS. Well, what if you get fired and then you tell 
your employer that under Section 525 of the Code that you don’t 
lose your job? 

Ms. Smith. Representative Conyers, I would like to mention, too, 
from someone who had to move from South Dakota to Denver, 
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many employers now do a credit check to find out whether or not 
they want to hire you as an employee. So they now make a decision 
on me whether or not they want to employ a woman who would 
work very hard for them and do a lot of good for their company or 
their organization based on the fact that I got sick and my husband 
got sick and we declared bankruptcy. 

Chairman CONYERS. I hold in my hand 21 forms that are re- 
quired to be filled out now. The very first one contains 57 questions 
dealing with means test calculation. The other is a voluntary peti- 
tion. The next one, list of creditors holding the 20 largest unse- 
cured claims, a summary of schedules for the bankruptcy court 
itself, statistical summary of certain liabilities and related data ref- 
erencing 28 United States Code Section 159, real property. 

This is just to get into the bankruptcy door. Now, we have to ex- 
amine one very important thing before we leave here today. Is it 
convenient, or is it as smooth as some of my friends here at the 
witness table have alluded? Or is this a burdensome administrative 
chore, daunting, maybe stress-inducing? 

I mean, you have to really want to do something real bad to fill 
out all of this stuff. Even though you don’t want to go into bank- 
ruptcy, but this is what you have got to do. 

What do you say. Professor Warren? 

Ms. Warren. Congressman, what has happened is that with the 
2005 amendment we have simply driven up the cost of filing for 
bankruptcy. The attorneys fees have gone up. 

Chairman CONYERS. That is right. 

Ms. Warren. The length of time, the schedules, the information 
that a debtor has to bring. You generously do not read some of the 
questions that are there. They are not only impossible for most or- 
dinary families to understand, frankly, they are impossible for 
many lawyers to understand, even though specializing in the field. 

When we drive up the cost of filing for bankruptcy, we don’t 
drive them up just for those who abuse the system. We drive them 
up for every single family. We drive them up for Ms. Smith and 
her husband, everyone has got a medical problem, everyone who 
has lost a job, every single mother who has had somebody walk out 
and leave her with $50,000 worth of debt. 

We have taken a system that was inadequate to deal with the 
fallout from our health care system and we have taken that bank- 
ruptcy system and we have made it more expensive, narrowed the 
doors and made it an even less useful remedy for families that are 
in serious financial trouble. 

Chairman CONYERS. Dr. Himmelstein, there is this concept in 
the civil rights movement that civil rights organizations are now 
looking at human rights. They kind of expanded from what the 
NAACP when it started in 1909. 

But is health care now being re-examined by doctors and the 
AMA and health care providers and nurses and professional people 
in the industry and teachers? Is health care being examined as a 
basic human right that ought to be available, certainly to every- 
body in this country? And if so, is that concept growing, or are 
things getting worse? 

Mr. Himmelstein. I will address that in two ways. One is to say 
that, of course, the U.N. declaration of human rights includes 
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health care as one of the fundamental human rights. And the rest 
of the developed world has already recognized that as one of the 
fundamental human rights that is an entitlement of everybody in 
those other Nations. 

If you ask Americans that question — and it has heen asked by 
many polling organizations over the years — the American people 
are overwhelmingly in accord with that concept as well. I ask this 
of my medical students in a very specific way. 

I say to them our bank that was robbed in Harvard Square some 
few years ago — one of the bank robbers was accosted shortly after 
leaving the bank and shot. And I asked them do you believe that 
he should have been cared for for his wounds. And I have yet to 
find a student who says that we should have left that bank robber 
to die on the streets of Cambridge. 

And what I then ask them is if a bank robber who has just 
robbed $50,000 from our local bank should be entitled to medical 
care, should we then deny that to a child with leukemia in our city. 
Should we deny it to an elderly person with high blood pressure? 
So I think by every standard in the civilized world today we 
should, and most of the world does, recognize this as a funda- 
mental human right. 

Chairman CoNYERS. But does that mean we have more work to 
do in this country to get more people to recognize it? 

Mr. Himmelstein. Well, the Institute of Medicine of the National 
Academy of Sciences tells us that at least 18,000 adults die each 
year because they cannot access medical care because they have no 
health insurance. So we are a long way from recognizing this as 
a human right. In fact, we have the number of deaths of 9/11 every 
2 months in this country from lack of health insurance. And yet, 
we take that as a commonplace and have done nothing about it for 
a generation. 

Chairman CONYERS. The gentleman from Arizona, Trent Franks? 

Mr. Franks. Well, thank you, Mr. Chairman. 

And thank all of you for coming to testify today. 

Mr. Chairman, I might start out by just saying how deeply I 
sympathize with people who have medical challenges. I have the 
memory of being a child born with some significant — I don’t re- 
member when I was born, but dealing with some of the significant 
issues of being born with full cleft. And this was devastating to my 
family as far as the costs and things associated with that. 

And so, I want you to know that my sympathies are there and 
very sincere and very real. 

That said, I was reading the other day, Mr. Chairman, about a 
new process by which they inject a substance into a cancer patient. 
And this substance goes into every cell in the body within about 
48 hours, even passes the blood/brain barrier, goes into the spinal 
areas. And essentially it is present in some form of some concentra- 
tion in every cell in the body. 

And then they leave it for another 48 hours or so, and it dis- 
sipates in all of those cells, completely leaves, except in cancer cells 
where it is retained. And then they subject the patient to a certain 
bright light. Now, this is certainly experimental. It is just hopeful 
that this is going to occur. 
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And that light turns that substance poison and kills only, only 
the cancer cells in a person’s body. In other words, it would be a 
fundamental cure for almost all types of cancer. And the hard cost 
would be $2,000 or $3,000 once it is done in the long run. 

That kind of innovation is a byproduct of a competitive system 
in America that has given us the most effective health care system, 
I believe, in the world. And today there has been a lot of discussion 
on national health care with very little on bankruptcy reform. And 
I am afraid that we are trying to make bankruptcy reform deal 
with a fundamental issue that is not really bankruptcy-related. 

And I think the challenge here, what we all want to do is to 
make health care and all of these innovations and all of these 
things that can give people the qualify of life that we so des- 
perately want to give to all of God’s children available and acces- 
sible in as cost-effective way as possible. And if one just glances at 
history in the background a little bit, the highway of history is lit- 
tered with the wreckages of Nations who thought that they could 
manage productivity and innovation, the governments that thought 
that they could do that better than the market and the private sec- 
tor and the free enterprise mechanism. 

And I hope that we don’t make this problem far worse by nation- 
alizing health care. I can’t think of a worse thing that we could do 
to patients that are in a crisis situation than taking away the inno- 
vation that has the potential someday to deal with all these things. 

Much of the advantages that we have today are because our free 
enterprise mechanism has given us such innovations. And I think 
that nationalized health care would be the ultimate destruction of 
innovation in America in terms of health care innovations. And 
without those innovations, with the growing health care crisis and 
the growing issues that are related to it, it occurs to me that it is 
going to be hard to meet that circumstance in any frame unless we 
come up with some major innovations, especially with the top five 
killers. 

And those are, you know, like cancer and heart disease and dia- 
betes and such. I think we need major innovations in those areas 
or we are going to have a very difficult time as an American family 
and certainly as even a human family in dealing with these in the 
long run. 

With that said, it kind of gives you the direction I am going in. 
I just think that nationalized health care is a terrible way to han- 
dle this issue. I think it will make the — if you think health care 
is expensive now, wait until it is free. 

With that. Professor — I am going to have a hard time — Zywicki, 
could you give me some idea of your own opinion that what nega- 
tive or perverse economic consequences for health care in bank- 
ruptcy systems are of trying to solve a medical debt bankruptcy cri- 
sis through the institution of national health care? Do you think 
national health care is the way to solve a bankruptcy issue? 

Mr. Zywicki. Congressman, I share your concern and all those 
here about the percentage, you know, the people who are hurt, who 
are unable to pay their substantial health care bills today. I can’t 
imagine how you could hook those two up. 

It just seems to me that for precisely the reasons that you de- 
scribe what we are talking about here are a relatively small num- 
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ber of people who have very serious problems. The bankruptcy sys- 
tem today deals with those situations quite adequately, not per- 
fectly. But no system is perfect. 

I think that to try to solve that particular problem through the 
bankruptcy system would not only interfere with the smooth func- 
tioning of the bankruptcy system, but, as you just suggested, might 
have very serious unintended consequences for health care afford- 
ability and availability as well. 

Mr. Franks. Mr. Chairman, my time is expired. Might I just add 
the comment that I am afraid that national health care would have 
the compassion of the IRS, the efficiency of the post office before 
we increased its competition, and the cost of the Pentagon. 

So thank you very much. 

Chairman CONYERS. Thank you. 

Would the gentleman allow me to grant him an additional couple 
of minutes so that Dr. David Himmelstein can comment on one his 
comments? 

Mr. Franks. Certainly. I am sure he has a perspective. 

Mr. Himmelstein. Well, the issue of medical innovation and the 
national health insurance system is one particularly close to my 
heart. My father was the surgeon on the team that developed car- 
diac catheterization that won the Nobel Prize for that innovation 
in 1956. It was a team funded by the National Institutes of Health. 

And virtually every major medical advance of the last 50 years 
has been, in fact, funded by the National Institutes of Health. And 
we are now facing a crisis in medical innovation in our country 
with the drug companies having adopted a commercialized drug de- 
velopment process, which is now yielding a distressing paucity of 
innovation in that field. We are told, in fact, there is even a com- 
mercial crisis of the drug industry because they are not developing 
important new drugs at a reasonable rate for their investors and 
concern that drug stocks may be falling because of it. 

So we, in fact, have very substantial evidence that innovation in 
medical science the public sector is an extraordinary leader. And 
we also have that from real world experience. I mean, insulin is, 
of course, a development from Canada. The C.T. scanner comes 
from the United Kingdom, the angioplasty, which is the product of 
a German physician, all of those places with national health insur- 
ance. 

And while we have a superb cadre of scientists in this country — 
and I certainly would defend my colleagues medical and scientific 
excellence — the process that we now have in place is clearly begin- 
ning to stunt the development of medical science, not further it. 

And in terms of cost, it is very clear that our privatized health 
care system is by far the most costly and least efficient in the 
world. We spend nearly twice per person what Canada does, and 
a good deal of that excess spending is on the bureaucracy needed 
to keep our private health insurance in place. 

Just to give you one example, more people work for Blue Cross 
Blue Shield in my home State that insures 2.5 million people than 
work for the entire Canadian national health insurance system 
that insures 30 million people. 

So with due respect, Mr. Franks, I do think that we would be 
both furthering innovation and efficiency in moving to national 
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health insurance. And I would respond to your concerns about the 
IRS and the post office, that if we had a post office that was like 
our health insurance company, they would he saying to us things 
like we are not going to deliver you the mail. You are too far from 
the post office or get too many packages. 

Mr. Franks. They do that in my district sometimes. 

Mr. Chairman, the only thing I could add to that, in all sincerity 
to the gentleman, I appreciate his comments. But I do think that 
the case is very strong that those areas and those nations who 
have at least a modicum of enterprise and free market system 
clearly outpace those in innovation that do not. Otherwise, I just 
don’t think Canadians would come here for heart operations. They 
would stay there. 

Chairman CoNYERS. Well, I can tell you, sir, that I met Ameri- 
cans in Canada when I was holding hearings who were told hy 
their doctors to go to Canada because there was no way that they 
could be accommodated under our health care system. 

Mr. Himmelstein. Indeed, a few years back a Member of Con- 
gress went to Canada for his medical care because the leading spe- 
cialist in that unusual lung disease were, in fact, in Toronto. And 
when Paul Tsongas was running for president some years ago, he 
expressed his concern that he wouldn’t have gotten the bone mar- 
row transplant that he believed lengthened his life, which was a 
surprise to the doctors in Toronto who developed that procedure 
and who do it in larger numbers per capita than we do in Boston. 

Chairman CoNYERS. The distinguished gentleman from Georgia, 
Hank Johnson? 

Mr. Johnson. Thank you, Mr. Chairman. 

The Bankruptcy Abuse Prevention and Consumer Protection Act 
of 2005 was indeed a misnomer. It probably should have been 
named the Creditor Relief Act of 2005. 

And I say that because it made it more difficult for consumers 
to obtain bankruptcy relief, either Chapter 7 or Chapter 13. And 
it acted to protect the creditors who many times were credit card 
issuers. And those were the primary lobbyists seeking a change in 
the bankruptcy laws at the time. 

There were not consumers down here in hoards saying that we 
need consumer protection and abuse protection under the Bank- 
ruptcy Act. It was the creditor, i.e., the credit card issuing compa- 
nies. 

And with that in mind, Mr. Zywicki, I would like to find out 
whether or not you know that in the schedules that people file for 
bankruptcy relief that the Chairman displayed the voluminous 
copy of that lists so many details of the person’s life — ^but one of 
the things that is listed is the creditors, information about credi- 
tors. And so, you list the types of creditors. It could be a second 
mortgage on the home. Or it could be voluminous or an outrageous 
amount for credit cards. 

When you did your study in determining that medical debt was 
not really a major causal factor in bankruptcy filings, did you take 
into consideration that sometimes people borrowed money on their 
houses and on credit cards and paid the medical debts with those 
and then declared bankruptcy on the debt that was owed on the 
credit card or on the second mortgage? 
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Mr. Zywicki. Thank you, Congressman. That is a very good ques- 
tion that goes to the difficulties of trying to untangle what exactly 
the medical bankruptcy 

Mr. Johnson. Now, when you start dancing on me instead of an- 
swering the question it makes me think that perhaps the answer 
is no. 

Mr. Zywicki. Well, the reason why it is difficult is because dif- 
ferent variables cut different ways. So, for instance, you are exactly 
right. Some of the debt that people incur with respect to medical 
expenses are for credit cards, or home equity loans, that sort of 
thing. 

On the other hand 

Mr. Johnson. Well, there was no way of in your study of dif- 
ferentiating between what portion of the credit card debt and sec- 
ond mortgage 

Mr. Zywicki. That is correct. What I have been trying to say 
is 

Mr. Johnson. It is either medical or 

Mr. Zywicki [continuing]. A summary of other people’s studies. 
I have not done an independent study. I have looked at the United 
States trustee study, which I commend is a very good study. I have 
looked at other studies that have been done through the years. All 
of them note this particular problem. 

On the other hand, you have got other difficulties. So, for in- 
stance, medical debt is typically unsecured debt, which is dis- 
chargeable in bankruptcies. So what we also know — and if you talk 
to any lawyers, what you know is that in the period preceding 
bankruptcy, people will pay down non-dischargeable debt or se- 
cured debt like their mortgage and choose not to pay debt that is 
dischargeable in bankruptcies. 

So that is 

Mr. Johnson. But you have caught them both ways on 

Mr. Zywicki [continuing]. Cuts both ways. 

Mr. Johnson [continuing]. The bankruptcy, though. Chapter 7 
made it more difficult for the straight discharge. And Chapter 13 
made it more expensive, you have got more paperwork to fill out. 
The filing fees are higher, just a more onerous burden on people 
to file Chapter 13s as well, so hitting them both ways. 

And is there any way that you can point to a cost reduction for 
the creditors because of the burdens, the increased burdens that 
were put on the consumers in filing Chapter 7 and Chapter 13? In 
other words, has it saved or made money for the creditors? 

Mr. Zywicki. Sure. What we know 

Mr. Johnson. Is that yes or a no? 

Mr. Zywicki. Empirical studies support exactly what economic 
theory suggests. 

Mr. Johnson. Well, is that yes or no? 

Mr. Zywicki. Which is that the more risky lending is, the more — 
all consumers have to pay for credit. 

Mr. Johnson. So is your answer that the creditors have made off 
like bandits while the consumers have been left with the surgical 
robe that Dr. Himmelstein pointed to and the Vaseline on the table 
next door? I mean, that is — I mean, your backside is definitely 
showing, I think, throughout all of this. 
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Mr. Zywicki. I have not seen any evidence that indicates that at 
this time. 

Mr. Johnson. That indicates the use of Vaseline. Thank you. 

Chairman CoNYERS. The Committee will stand in recess until we 
have disposed of the votes that summon us to the floor. 

[Recess.] 

Chairman CoNYERS. Will the witnesses take their seats so that 
we can conclude this hearing? 

The Chair sees no other Members present in the chambers. And 
he would like — wait a minute. We do have Jim Jordan of Florida, 
who said he would be back. And he is back. And he will be our 
final witness interrogating — distinguished Member of the Judiciary 
Committee is recognized. 

Ohio — I stand corrected. 

Mr. Jordan. That is right. 

And let me just ask a question. Let me get your response, too. 
Does the United States of America have the best health care in the 
world, not health care financing, but health care? 

We will start at this end and maybe just — I am just kind of curi- 
ous. And I apologize. I was not here for your testimony. I apolo- 
gize — the meeting. But go ahead and respond. 

And we can start with the professor. 

Mr. Zywicki. It seems that way to me. 

Ms. Smith. I do not know the answer to that 100 percent. I know 
that I received some fine care when I went to Cuba with Michael 
Moore’s staff. I know that I have received some wonderful care 
here, as has my husband received some wonderful care here in the 
United States. But because I am just an average American, I 
haven’t traveled everywhere to compare every system. 

Mr. Jordan. Well, I understand. But as an average American — 
I mean, frankly, we politicians should listen to average Americans 
a little more often, I think, than other folks. 

Ms. Smith. I would agree. 

Mr. Jordan. But just if you just had to like just hazard a guess. 

Ms. Smith. I would say — I have chatted with Senator Tom 
Daschle about this not long ago. And he said he would describe our 
system as islands of excellence in a sea of mediocrity. 

And I think that I have been — I think that my husband has been 
blessed, I will say that, in seeing some of those islands of excel- 
lence in his care, or he would not be alive today. So I believe we 
have some outstanding doctors and facilities and care providers in 
this Nation. 

Do we have the best in the world? I think we could. I think we 
have a great start on that. But I think we have some trouble with 
infant mortality rates and some other things that we really need 
to work on. 

Mr. Jordan. Professor Warren? 

Ms. Warren. I would say it is excellent for those who receive it. 
But it is certainly not excellent for those who are closed out of the 
system. 

Mr. Jordan. Let me just ask a quick follow-up then of you. 

Ms. Warren. Sure. 

Mr. Jordan. Who is closed out of the system? 

Ms. Warren. Well 
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Mr. Jordan. I mean — and I don’t mean that to sound, you 
know, 

Ms. Warren. No. 

Mr. Jordan [continuing]. Trite or anything. I am just — you 
know, because I don’t know of anyone who ultimately is denied 
care. It could he a hassle. And we have heard the compelling story 
from the lady beside you. 

But who ultimately is denied care in the 

Ms. Warren. Well, it is basically two groups that are denied 
care. It is those who have no health insurance and cannot pay and 
actually are denied care. It is also those who are so deeply 
ashamed that they cannot pay for their health care who are in debt 
and who won’t go back to the doctors. 

Mr. Jordan. Okay. 

Ms. Warren. And I should add remember the details of Ms. 
Smith’s story. Part of it was that her husband could not receive fol- 
low-up care because although the Mayo Clinic — we can name one 
of the finest health care institutions in this country — said we will 
give the care, we have forgiven the debt. But if you ever plan to 
come back and get any follow-up, come with — was it $6,000 cash — 
in your pocket. 

Mr. Jordan. Okay. 

Ms. Smith. They told us whatever our portion would be we need- 
ed to bring cash first. 

Ms. Warren. I call that denial of health care. 

Mr. Jordan. Let me move to the next — next to you. 

Go ahead. 

Mr. Rukavina. I live in Boston. And we have some of the finest 
medical institutions in the world. I am happy to live there. And I 
agree with Professor Warren. I think there is uneven access to care 
in the United States. 

Mr. Jordan. Okay. 

Mr. Rukavina. And we have done studies. Others have done 
studies. 

Mr. Jordan. Okay. 

Mr. Rukavina. Individuals with medical debt, a significant num- 
ber of them have been asked to pay before they are able to sched- 
ule a follow-up visit with a provider. 

Mr. Jordan. Doctor? 

Mr. Himmelstein. It is a topic that has concerned me for many 
years from the time that I was an intern and did the first study 
of so-called patient dumping in this country in 1981 and found that 
about 300,000 Americans are denied care in emergency rooms in 
hospitals each year because they can’t pay for it, clearly, sub-stand- 
ard care. We also have a substantial population that financial in- 
centives in our system — excuse me — give doctors and hospitals in- 
centives for excessive and often even assaultive care so we know 
that something like 70 percent of the stints put in in this country 
do our patients no good and may actually harm them. 

The systematic answer I would give you is my colleagues and I 
published this spring a study looking at every study ever published 
comparing quality of care in U.S. and in Canada. And what we did 
was we searched the world’s literature, queried not only computer 
databases, but colleagues to come up with every study ever pub- 
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lished. We then had a librarian go through and blackout the re- 
sults of each study so that we could not tell which had favored U.S. 
or Canada before deciding whether the study should be included in 
our systematic analysis. 

We then summarized all of the evidence. And the best evidence 
comparing insured Americans with the average Canadian is the 
death rates are about 5 percent lower. Mortality rates are about 5 
percent lower in Canada than in the U.S. for patients with com- 
parable illnesses treated in Canadian as compared to U.S. care. 

Statistically that is not a significant difference, we thought. So 
we said indistinguishable though the trend favors Canada. And I 
think that that probably comes from what was referred to as is- 
lands of excellence in a sea of mediocrity in the U.S. But I hasten 
to add that virtually all of those studies in the U.S. situation were 
of insured patients and excluded those who were receiving the most 
sub-standard care. 

So I would say the fairest answer to your question is if you are 
insured in the U.S., you get care about comparable to that of the 
average Canadian. If you are uninsured, the quality of your care 
is substantially worse in the U.S. 

Mr. Jordan. Mr. Chairman, it took a little longer to get through 
that with six panelists than I anticipated. But I see my time is ex- 
pired. 

Chairman CONYERS. Thank you, Jim Jordan of Ohio. 

Mr. Jordan. Yes, there we go. 

Chairman CoNYERS. We appreciate it. 

Ladies and gentlemen, this has been very instructive. I would 
like to leave the panel — well, let me ask Professor Zywicki: What 
have you learned? What do you recommend? Where do we go from 
here, the Committee, if you wanted to give us some free advice? 

Mr. Zywicki. With respect to bankruptcy? 

Chairman CoNYERS. Yes. 

Mr. Zywicki. With respect to bankruptcy, as I said, the funda- 
mental challenge is balancing the needs of innocent individual 
debtors with the needs of those doctors and hospitals that provide 
health care service. And they are innocent, too. And I believe that 
the current system balances those interests appropriately based on 
what we know today. 

BAPCPA has only been in effect for less than 2 years. It may be 
that future real data comes up that tells us that this is a serious 
problem. For the time being, though, it seems to me that it is a 
complicated balance, but it seems to me, it strikes the balance be- 
tween those two innocent groups of people with respect to bank- 
ruptcy. So I don’t see any need to change the bankruptcy system 
right now. 

Chairman CONYERS. Thank you. And you do not feel that the 21 
different forms that I am putting into the record, which total into 
hundreds of questions of some detail, don’t need some scrutiny and 
review and reduction? 

Mr. Zywicki. Well, Congressman, I think that we need to con- 
tinue studying how BAPCPA is actually working. This body looked 
at BAPCPA for 7, 8 years before it went into effect. There was one 
clear lesson we learned from that, which is that we tried the honor 
system with respect to bankruptcy. 
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We tried a system with few safeguards, few tools for studying 
fraud, looking for fraud and abuse and that sort of thing. And it 
turns out, human nature being what it is, that the honor system 
didn’t work, just like it wouldn’t work if we had a tax system with- 
out an IRS. We could say pay as much tax as you want, and we 
know that wouldn’t work. 

We found that that was going on with bankruptcy. So we tried 
to — this body tried to put in safeguards, tried to put in mechanisms 
to increase the accountability and the protections against fraud and 
abuse. And I think that it is absolutely imperative that this body 
continue to look at whether or not we have struck the right bal- 
ance, whether or not the system is working as intended to try to 
ferret out fraud and abuse while preserving the fresh start for 
those who need it. 

So far from what I can tell, the system seems to have struck 
the — BAPCPA seems to have struck the right balance. Although 
around the margins, obviously, with respect to things like credit 
counseling, for instance, we may want to look and see whether or 
not it has been a cost effective reform from a cost-benefit analysis. 

Chairman CONYERS. Does your memory go back far enough to re- 
call how long the credit card companies had campaigned for bank- 
ruptcy reform? I have been here several decades, so I remember. 
Do you? 

Mr. Zywicki. I don’t. I didn’t really pay that much attention to 
the lobbyists. I mean, I haven’t received — my research is not spon- 
sored by any consumer creditors. 

Chairman CoNYERS. I see. 

Mr. Zywicki. I haven’t received a dime from any bankruptcy 
groups like bankruptcy judges or any of those sorts of people who 
think that — who want more bankruptcies. I am just, you know, an 
independent professor who thought that the bankruptcy system 
could use some reform. And so, I didn’t really pay attention to 

Chairman CONYERS. But it didn’t come to your attention as a 
professor or as a citizen? 

Mr. Zywicki. Sure, absolutely. Yes, Congressman. I mean, when 
I said there were 

Chairman CONYERS. I mean, you know what I know about how 
we got to the law. 

Mr. Zywicki. Absolutely. What I saw was there were a lot of — 
there were consumer creditors who wanted reform. There were a 
lot of bankruptcy lawyers and members of the bankruptcy industry 
who spent a lot of money and flying around here all the time trying 
to lobby against them. 

Chairman CONYERS. Year after year. 

Mr. Zywicki. So 

Chairman CONYERS. Exactly. Okay. Now your memory is coming 
back. 

Mr. Zywicki. Right. So special interests lobbying on both sides. 
And, you know, I don’t know — the final result, according to at least 
the empirical studies I have seen suggested that congressmen and 
senators voted for or against bankruptcy reform based on whether 
or not they thought it was good or bad policy, not based on special 
interest influence. 
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And that was my impression, that those who voted against it did 
so sincerely. Those who supported it in this House did so sincerely. 
And I see no reason to doubt that. 

Chairman CONYERS. Mr. Jordan? I yield to the gentleman. 

Mr. Jordan. Thank you. If I could, Mr. Chairman. I appreciate 
you yielding. 

Just one question for Professor. You know, last week I met with 
a group of doctors in our district. And, you know, they would all 
agree with, I think, your assessment, which they believe we have 
the finest health care system in the world. And I know the panel 
was mixed on that. 

But they would agree with that. But they are very frustrated 
with the financing system. I mean, so much so that a few of them — 
the majority said no. But a few of them were saying single payer, 
government-run system can’t be worse than dealing with the insur- 
ance companies like we are dealing with today. 

I mean, I am very nervous about going in that direction. I think 
Congressman Franks when he talked about the government run- 
ning and making decisions about health care — I think it is a scary 
thought. And I am certainly not for it. 

But I was somewhat surprised at the frustration from providers. 
I mean, great doctor, surgeon, everything. And I related to them 
it seems to me every single health care decision you have got so 
many players in the game: the doctor, the patient, the insurance 
company, the employer, the government, the pharmacist, the phar- 
macy benefit manager, and the band plays on. 

And the complication of the whole — and I know this is a longer 
thing. But just real quick, what is it, in a general thing? And I 
know this is off the bankruptcy topic. But I am searching for where 
we have to go to make it work better, the best system. And, you 
know, that is a huge question at the end of a Committee hearing, 
I understand. But it is what I wanted to try to get to. And I appre- 
ciate the 

Chairman CONYERS. But a very appropriate one, sir. 

Mr. Zywicki. I agree. I mean, I don’t have any particular an- 
swers, other than that I can restate the question as a bankruptcy 
question, which is one that I am more familiar with. And this isn’t 
directly on health care. 

But when I was working on the bankruptcy reform legislation 
and being involved in that process, at one meeting I sat down next 
to a fellow who ran a — a father and a son who ran a small, family- 
owned lumber store in Southern New Jersey. And I said, “I don’t 
understand. Why are you here? Why do you want bankruptcy re- 
form?" 

And he said, “Well, listen. Professor, it is this simple. Two years 
ago, a Home Depot opened up in the next town over, and we are 
already having trouble making ends meet. So let me tell you, some- 
body comes in, and, you know, we give them a credit to borrow 
$1,000 to build a deck or something. The next thing you know, they 
file bankruptcy, and we don’t see any of that money.” 

“And let me tell you it is hard enough to make ends meet com- 
peting against a store like Home Depot to not have to deal with 
$1,000 or $5,000 or $10,000 or $20,000 or $30,000 of bankruptcy 
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losses every year. And that is why we want bankruptcy reform.” 
That is a small-business man. 

I suspect and, you know, my observation is that a lot of doctors, 
for instance, are fundamentally small-business people. And we 
have heard today that for one reason or another, a lot of medical 
bills are not paid either because they can’t be paid or they aren’t 
paid. And I can understand why a health care provider, for in- 
stance, may want to get rid of the complexity of trying to collect 
on bills, may want to get rid of the risk of not being able to collect 
on bills. 

You know, if somebody discharges $50,000 of bills, you know, 
that could be your bonuses for your salary. I mean, you could imag- 
ine sort of where that money goes. 

Chairman CONYERS. Right, right. 

Mr. Zywicki. So one could imagine why health care providers 
may seek a more secure and a more systematic way of being paid. 
How to bring that about is not my area of expertise. I can just sort 
of identify that I understand the problem that he has in mind. 

Chairman CONYERS. Could I just ask the witness, who is very ar- 
ticulate, do you believe health care is a human right? 

Mr. Zywicki. Congressman, I 

Chairman CONYERS. And you can say no if you really don’t be- 
lieve it. 

Mr. Zywicki. Well, I am trained as an economist. 

Chairman CONYERS. Sure. 

Mr. Zywicki. And I am trained to look at the world through a 
lens of scarcity. And so 

Chairman CoNYERS. Of dollars and cents, cost-benefit. 

Mr. Zywicki. That there are tradeoffs. And obviously, ideally I 
would like to have great health care for everyone. I would like to 
have great education for everyone. I would like to have the safest 
cars and the safest houses for everyone. 

Chairman CONYERS. Right. 

Mr. Zywicki. Now, there is a lot 

Chairman CONYERS. There is a lot of things that you would like. 

Mr. Zywicki [continuing]. Of things I would like. 

Chairman CoNYERS. But the 18,000 people that I have never 
heard disputed that die because they don’t get health care — what 
do we give them, a cost-benefit analysis? Or 

Mr. Zywicki. Well, thank you for allowing me to clarify my ob- 
servation. 

Chairman CONYERS. Sure. 

Mr. Zywicki. I mean, obviously the tradeoff — I am not an expert 
in this field, but just as somebody who has followed it loosely as 
a citizen, the tradeoff seems clear, which is to say that trying to 
increase access to everybody, it has been argued, leads to rationing, 
leads to wait lists for people having to wait to see a doctor and that 
sort of thing. 

I personally don’t have the expertise to say how we should trade 
off questions like choice, whether somebody should be able to 
choose their doctor rather than be assigned a doctor, how long 
somebody should have to wait to see a doctor for different types 
of 
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Chairman CoNYERS. So you assume a universal health care pro- 
posal would assign doctors? It would take the private right? And 
that is one of the things I wanted to get in the record, that uni- 
versal health care, as is proposed in the Congress, is not govern- 
ment-run. It is privately run, but government financed, which it is 
a great deal right now. It is just that the systems are not working 
very well. 

Mr. Zywicki. Congressman, I present some data in my testimony 
which is very surprising to me, which is, for instance, the observa- 
tion that the decline in insured rates seems to be primarily among 
immigrants. Over the past 13 or 15 years, the insurance rate for 
natural born Americans has actually risen. 

Now, why do I say that now? Well, mainly just because this is 
obviously, as every congressman who has spoken today has ob- 
served, this is a very, very complicated, complex question of how 
to deliver to people the right combination of choice, quality, cost, 
and that sort of thing. Obviously, there are a lot of other big social 
issues wrapped up in there, which may be issues of immigration, 
for instance. 

What the best way to bring that about I will leave to other peo- 
ple to try to decide. 

Chairman CONYERS. Thank you so much. 

Mr. Clifford White, do you have any parting comment? 

Mr. White. Well, the only observation I would make, Mr. Chair- 
man, is that there is no information or data that we have identified 
that would show that the bankruptcy reform law has had an ad- 
verse impact on those who have filed bankruptcy because of high 
medical debt. So just a couple of factual observations that some of 
which were in the testimony. 

The major change in the bankruptcy law and the consumer law 
that would potentially affect such filers would be the means test. 
More than 90 percent of filers are not affected largely by the means 
test. And of the stack of forms that you pointed to, the large stack 
of forms, almost all of those forms were required pre-BAPCPA, one 
major exception being the means test form, which more than 90 
percent of the filers just fill out the income portion, the first 15 
lines. 

So in our observation, the means test is not having an adverse 
impact. And we understand both in applying the formula to make 
sure it takes into account health care costs and also in exercising 
discretion where the form may not take into account job loss, for 
example, that we exercise discretion in taking into account special 
circumstances which the law allows us to do so that we do not in 
our enforcement activities take any steps that are unnecessarily 
adverse to debtors. 

That is a responsibility, a discretion we are given by the Con- 
gress. And we have been very energetically trying to carry that out. 

Chairman CONYERS. Thank you so very much. 

Ms. Smith? 

Ms. Smith. One thing I wanted to — I wanted to thank you first 
of all. Congressman, for letting me speak as I don’t think very 
many Americans get the opportunity to do what I did here today. 
And I deeply appreciate that. 
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I do want to correct just one thing that you said. I don’t think 
that the stigma of bankruptcy is gone at all. I think there is still 
a huge stigma to bankruptcy, certainly, for any of us who were 
raised with middle-class values, those of us who were raised to 
work hard and do the right thing and go to church and be good, 
faithful members of our communities. 

Bankruptcy is failure. Bankruptcy is horrible. And anything that 
makes that more difficult is hard to imagine that we wouldn’t want 
to remove medical debt from that process. 

And the other thing I hope I can say to all of you because I ap- 
preciate an economist’s point of view, I appreciate a trustee’s point 
of view and all the other people. But I know that if we had to go 
strictly by the numbers, way back when when we formed this Na- 
tion, we never would have fought the War of Independence. 

We never would have fought to be in this room today if we went 
strictly by the numbers and said this is the way it should play out. 
But we didn’t do that because we believed there could be a better 
way to run government. And I am still going to implore all of you 
to please listen to the people who elected you and make this a bet- 
ter system for us. Thank you. 

Chairman CONYERS. Thank you very much. 

Professor Warren? 

Ms. Warren. I will just be very brief and say that I agree that 
the old system didn’t work before the 2005 amendment, not be- 
cause there was evidence of fraud and abuse. There was never evi- 
dence of fraud and abuse. These were stories, frankly, that people 
just kept repeating. 

But the only hard data we had was that there was not substan- 
tial fraud and abuse in this system. The reason it didn’t work, 
bankruptcy never was a good substitute for having health care in- 
surance that really worked. It is a poor mismatch. 

The reason we see families in bankruptcy in the aftermath of 
health care problems is because there is no place else for them to 
go. They didn’t turn to bankruptcy because they said, “Man, lucky 
me, I have got $25,000 in medical debt and so this must be my 
lucky day. I can file for bankruptcy.” It is that they scramble and 
look. 

It is not option two or option 10. It is option 500 on the list of 
selling your goods and having garage sales and put second mort- 
gages against your house and put a second lien against your car 
and every other thing you can do to try to scratch to make it to 
the next pay day without having to go see a lawyer and declare 
bankruptcy. So we had a system that was broken. Yes, sir, we did. 
And, frankly. Congress just broke it worse. 

They drove up the costs of filing for bankruptcy. They didn’t sep- 
arate out and say we are going to drive up the costs just for fami- 
lies that abuse it. We are going to drive up the costs for everybody. 
And they made access-tougher, tougher for everyone. We used the 
8-year example as just one of those. 

So if you ask the question around health care and bankruptcy, 
I have to say you took a bad system and you made it worse. But 
I will say one more thing about why it is relevant for this Com- 
mittee. You are the voice of families like Ms. Smith’s, families who 
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have been forced into this bankruptcy system. You are the voice for 
the rest of the Congress. 

If you will not tell the story of the bankruptcy families to the rest 
of Congress, then their story is lost. It stops here, and it stops 
today. 

So if you ask for those last two pieces of advice, as you did, one 
is please don’t make this bankruptcy system even worse. Please 
consider making it better. But secondly, please take these stories 
into the larger debate about what we are going to do with health 
care in the United States. 

Chairman CONYERS. Do you think reviewing the sub-prime con- 
sideration in the bill or the means tests would be good starting 
places? 

Ms. Warren. Congressman, I think there are so many good 
starting places in that bill it is almost hard for me to answer. I 
think those would be fine points of entry, sir. 

Chairman CoNYERS. Director Rukavina? 

Mr. Rukavina. Chairman Conyers and distinguished Members of 
the Committee, I would like to thank you for the opportunity to 
speak before you today. I am not an expert on personal bankruptcy. 
I have far too much experience working directly with individuals 
who have medical debt, however. And I know what happens with 
those individuals. 

That debt is contagious. It is passed on to other family members. 
That debt is converted to other forms of debt. People take medical 
debt, medical bills, put it on credit cards. They take out loans. They 
do take out second mortgages. 

As a result of having medical debt, liens are put on accounts that 
they have on homes. Wages are garnished. All of these are things 
that are terrifying for someone who is trying to get access to health 
care. 

I don’t know that I have much to suggest in terms of the bank- 
ruptcy law and what should be done. It doesn’t seem, from my an- 
ecdotal information and the research I have read, that much has 
improved for people with medical debt since the reforms. 

However, I am wondering if there is some information that can 
be mined. One of the previous speakers mentioned credit coun- 
seling. We worked with a credit counseling service looking at rea- 
sons for people seeking those services. And when we did a survey 
several years ago, the counselors themselves were surprised to 
learn that two out of every five people seeking their services were 
there because of a medical incident. 

And I am wondering if this Committee can mine the information 
that exists in the credit counseling services. These are services that 
is the new requirement under the Bankruptcy Reform Act. And I 
am wondering if it is possible to look to see whether there is infor- 
mation there that might inform future decisions that this Com- 
mittee will be making. 

Chairman CONYERS. Thank you so much. 

Dr. David Himmelstein? 

Mr. Himmelstein. I am no expert in bankruptcy and cannot ad- 
vise the Committee on the bankruptcy laws at a general level. On 
medical bankruptcy we are in the process of going into the field for 
a second round of our study and seeing what the recent changes 
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have wrought in the population. But we don’t yet have those re- 
sults. So what whereof one does not know, thereof one should not 
speak. And I will not speak further of that. 

But what I will address briefly is a health care system which has 
cost without benefit at this point so that when we say we weigh 
the costs and the benefits, the business structure of our health care 
system is a cost without a benefit. Where we take wonderful col- 
leagues of mine like Jack Rowe, who is a superb geriatrician mak- 
ing $250,000 a year at Harvard and instead we say go to AETNA 
and there. Dr. Rowe, you can make $250,000 a day each day, in- 
cluding weekends and holidays if you turn from being a doctor to 
being a businessman. 

Chairman CoNYERS. How is that done? 

Mr. Himmelstein. Jack Rowe was the CEO of AETNA after leav- 
ing Harvard where he was chief of geriatrics. And as CEO of 
AETNA, his payment amounted to $250,000 each day. That was 
money drained from our health care system. 

We have a debt collection system and a billing system which 
drains enormous resources from our health care system and which 
turns doctors into businesspeople. And I guess what I would ask 
of this Committee and of the Congress is to return us to the calling 
of our profession and allow us to take care of patients and not 
worry about the enormous profits to be made off the health care 
system and not to be burdened by paperwork. 

When the honorable gentleman from Ohio spoke of the physi- 
cians whom he met with in his district and his surprise at seeing 
the relative support there. It is not just that they were small-busi- 
ness men who were struggling. We have actually surveyed col- 
leagues on this. 

Most doctors are prepared to give up income, give up income if 
we relieve them of the paperwork burden. More than half of doctors 
in this country say they would give up 10 percent of their gross in- 
come if we would relieve them of the paperwork burden that our 
insurance system inflicts on them. 

So what the Congress can do is stop us from being 
businesspeople. And, in fact, most of us would be perfectly happy 
to make a little less if we could just take care of our patients. We 
make good livings. But let us take care of our patients, and let us 
not be part of inflicting further suffering on our patients, which all 
too often we do today. 

So I guess the poet laureate of Kentucky said years ago that rats 
and roaches live under the laws of the jungle and supply and de- 
mand and it is the privilege of human beings to live according to 
the laws of justice and mercy. And that is what most of us went 
into medicine hoping to be part of And help us to return to that. 
Thank you. 

Chairman CONYERS. Thank you so much. 

Chris Cannon, the last word? 

Mr. Cannon. Thank you, Mr. Chairman. I actually have some 
questions. Do I have enough time to ask? 

Chairman CoNYERS. Yes, of course. 

Mr. Cannon. You know, this is a fascinating hearing. It goes be- 
yond bankruptcy. I appreciate some of the comments that may be 
helpful as we look at bankruptcy again. 
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But as we look as a country at what we do with our health care 
system, it seems to me that you guys, at least a couple of you, are 
peculiarly postured to help us understand a couple of things that 
I am thinking, particularly Ms. Smith because you have been 
through some of these things. 

And, Dr. Himmelstein, I think you are the only medical doctor 
on the panel. Right? 

And this is our last panel. So thank you. 

And tap me or something if I bore you. But 

Chairman Conyers. You are never boring. I don’t always agree 
with you, but we certainly listen carefully to each other. 

Mr. Cannon. Thank you. And with some facts on the table, I 
think there are some places we can go. 

Chairman CoNYERS. Absolutely. 

Mr. Cannon. In the first place, though, the world has radically 
changed about medicine. 

I would like. Dr. Himmelstein, for you to respond to a couple of 
things. In the first place, the current X prize. The last X prize was 
for Burt Rutan who won the prize by going into sub-orbital space 
twice. And the X stands for 10 as in $10 million. 

The next X prize is for the company that can decode an individ- 
ual’s DNA for $1,000. Are you familiar with that? And we are actu- 
ally getting close. We are not there. I mean, it is a long way. But 
we are a lot closer to $1,000 than we were from the amount of 
money we started at when we did the original decoding of the 
DNA. 

That seems to me to be profound for how we look at the future 
of health care. Is that not the case, do you think? In other words, 
the fact that we can get your DNA — suppose we could do it for 
$1,000 today. You could have your DNA decoded. I could have mine 
decoded. 

If we both have a problem, we treat the problem with the same 
medicine. You get better. I get worse. We look at our DNA to find 
out what the difference may be. 

Mr. Himmelstein. Yes, we are a ways from doing that and from 
the practical implications that one would dream about from that. 
But at some point that will clearly have a profound impact on our 
health care system. 

Mr. Cannon. But we are down to the point where, you know, if 
you take the HapMap that was recently completed — and the Uni- 
versity of Utah played a big part of that — that, at least a HapMap 
can be done for less than $30,000, I think, now for an individual. 
So 

Mr. Himmelstein. Right. And what it is doing essentially is 
breeding very important research leads. And we are still quite a 
ways from being able to take advantage of results from those re- 
search leads. 

Mr. Cannon. Let us pursue that, what it means to be quite a 
ways away. And, you know, we now have these computers that 
have massive multiple processors that do trillions and trillions of 
transactions a second. 

When you combine DNA with lifestyle choices and personal infor- 
mation and start looking at the effects of different protocols, that 
is a complex system of statistics rather than a double blind study. 
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doesn’t that have a tendency to open up radical new ways to look 
at results and back from that, into causation? 

Mr. Himmelstein. We hope so. We don’t have proof of that, cer- 
tainly, at this point. And we are, I would suspect, quite a ways 
from that. 

On the other hand, we have enormous untapped known potential 
for improving health. So we know 

Mr. Cannon. I am going to get to that point as well. But I just 
want to create kind of — I don’t know why you are — it is going to 
take the time it takes. But what we have today is a relative cheap 
process of decoding DNA, which allows us to do radically more than 
we could do 2 years ago. 

Mr. Himmelstein. Absolutely. 

Mr. Cannon. And we have computers which are radically more 
powerful than they were 2 or 3 years ago. 

Mr. Himmelstein. Absolutely. But I would tell you when I was 
a resident in 1978 I wrote a paper about how computers were going 
to revolutionize medicine in the next 5 years. 

Mr. Cannon. But they did to some degree. Now, the profession 
didn’t adopt them in the ways that I think you were talking about 
a moment ago that would help us implement 

Mr. Himmelstein. I would invite you to most clinics around this 
country — and what was said by the Committees in 1978 about 
what computers were going to do are still being said by the Com- 
mittees today. And the timeframe they are predicting is the same 
5 years from now. 

Mr. Cannon. But it is a dramatically different — it is a different 
environment, you would grant that, would you not? 

Mr. Himmelstein. Absolutely. 

Mr. Cannon. That is important as we look at what our policy is 
going to be because I personally believe, after having consulted 
with some of the really brilliant people in America on this issue, 
that we could increase our understanding of disease and causation 
50-fold with the money we are investing right now just based upon 
changing a few things. 

Let me get to what I think is a final point because there is a lot 
we could talk about here. But are you familiar with — I think you 
smiled earlier when I mentioned Brent James’ name at IHC. Are 
you familiar with Brent? 

Mr. Himmelstein. Yes. 

Mr. Cannon. He is 

Mr. Himmelstein. We are speaking at a conference together in 
August. 

Mr. Cannon. Interesting. He is one of the more interesting peo- 
ple I have met because he points out that a doctor can only under- 
stand seven or eight or nine variables at any given time. And so, 
you may get radically different instructions from a doctor from 
morning to night in caring for the same patient with little change 
in the condition. 

And so, he has come up with a system in the case of — well, var- 
ious systems — but in the case of diabetics, he has taken the aver- 
age diabetic that is being served and by taking a complex system 
and tracking complex data, he has been able to reduce the average 
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blood sugar with the ACl or whatever you call it, whatever that 
test is. 

Mr. Himmelstein. AlC. 

Mr. Cannon. AlC, right — from nine to under seven. And if you 
are under seven, you don’t have the complications with diseases 
with feet. And this really gets back to the problem that your hus- 
band had, was a botched job or the intuitive nurse that gets you 
the right kind of treatment. And there is a great deal of intuition 
which can be helpful or fail in the system. 

And what Dr. James is doing is helping create an environment 
where we use systems to control the variables so that we can en- 
hance the likelihood of having good outcomes. That seems to me to 
have a terrific potential for how we — and this, I think, was the 
point you were making about how there are a lot of things we can 
do now. Do you want to elaborate on those kinds of things we can 
do today that allow us to improve health care? 

Mr. Himmelstein. Well, I mean, at many levels I think from 
quality improvement efforts in hospitals and out-patient practices 
around the country, which Don Berwick and Brent James and oth- 
ers have really been leaders and I am follower of theirs in this 
field. We could probably save tens of thousands of lives each year 
by up^ading quality. 

I think it is also clear that a more consistent and rational fund- 
ing system would give us a better base for doing that quality im- 
provement work. And that is why Don Berwick, who was actually 
knighted by the queen for his work on this and is generally recog- 
nized as the quality improvement leader, is one of the supporters 
of single payer national health insurance in this country. 

But clearly, there is that kind of improvement we could make. 
There is also improvement in prevention that we could clearly 
make. And I would say this is not just individual choice. 

It is not that tens of millions of Americans have decided all of 
a sudden to start making irrational decisions about eating ham- 
burgers and smoking cigarettes and killing themselves. It is that 
we have developed a toxic food environment and a toxic non-exer- 
cise environment in our country. 

And we need to reverse those with some of the things the Chair- 
man talked about at the outset, really changing the water in which 
we swim to change tens of millions of Americans. It is not just that 
I like hamburgers that is the problem. 

Mr. Cannon. Right. 

Mr. Himmelstein. It is that hamburgers are available cheaply at 
every street corner and delicious fruits and vegetables are not in 
many communities and that we have eliminated 

Mr. Cannon. In any community, with all due respect. In this 
community you can’t get — you can get an apple, one of those green 
ones that don’t taste very good down in the cafeteria. 

Mr. Himmelstein. I mean, I think we absolutely know there are 
many things we can do in our society to improve health and rang- 
ing from public health activities to more consistent application of 
science and system science and delivery of care, and many of them 
facilitated by national health insurance as well. 

Chairman Conyers. But could I merely interject that — and turn 
it back to you, Chris Cannon, that we have been joined by Hilda 
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Solis, the gentlelady from California, who is a supporter of a uni- 
versal health concept. But more immediately, she is bringing a 
group of Members of Congress plus people who work in the field 
to San Diego, California this weekend. And I think it was out of 
that interest of the distinguished panel of witnesses that she came 
by. And we are so happy to have her here. 

I yield back. 

Mr. Cannon. Thank you. 

In talking about prevention, we were talking earlier about the 
difficulty in predicting the timeframe for the benefits from massive 
computers and DNA. But if we just made more information avail- 
able to individuals in a way that they could rely on it — is that not 
one way that we could actually enhance people’s ability to do pre- 
vention on their own? 

Mr. Himmelstein. It is an attractive hypothesis as yet unproven. 
I mean, we just had a paper published this past week looking at 
the quality of care in practices using electronic health records 
versus those not using electronic health records. And we all 
thought that that was going to show a markedly positive benefit 
and, in fact, showed no benefit whatsoever. So I would say it is as 
yet an unproven but attractive hypothesis. 

Mr. Cannon. My point doesn’t go to electronic health records so 
much as an individual having access to information to understand 
what is good for him so he could make better choices. 

Mr. Himmelstein. Right. We would certainly like to think that 
is true. 

Mr. Cannon. And to the degree that he can have personalized 
understanding of what would help him or her, you would ex- 
pect — 

Mr. Himmelstein. But if you can’t buy fruits and vegetables, you 
still can’t eat them. 

Mr. Cannon. That is exactly right. But if people understand 
what that will do to their health, it will increase. The market will 
respond to that. 

Mr. Himmelstein. I hope so. 

Mr. Cannon. I am not sure the congressional market will re- 
spond to that, or at least not at the cutting edge. 

But let me just touch on one other topic, if the Chair will indulge 
me. Today the FDA bases its review of drugs on toxicity and effi- 
cacy. You have to understand toxicity is a very complex subject. 
And I don’t want to move into that very much. But efficacy is how 
it works. And couldn’t the market decide that? 

In other words, one of the things that I think should free up doc- 
tors — and I have talked to many about this — is if they had the — 
and doctors do have the ability to prescribe any drug that they 
want for any problem. Their problem is that if somebody gets cured 
on what is not a standard protocol and others come to him, he 
could end up being called a quack. Or on the other hand, you could 
end up with a prosecution like happened with Merck here 6 or 8 
months ago where they pled guilty to promoting an off-label use. 

Couldn’t we do something with efficacy in the FDA? Say a doctor 
comes up with a protocol and says to the FDA, “I would like to do 
this. I would like other people to do it as well. Would you call it 
not dangerous so we could proceed with that protocol?" 
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And then doctors would be encouraged to do different protocols. 
They preempt being called quacks, on the one hand. On the other 
hand, if things worked and doctors now used their genius to figure 
out what might work, or drug companies or others, you end up 
with information about drugs that is not available currently, given 
the protocol or the process that we use at the FDA. Does that make 
sense to you. Dr. Himmelstein? 

Mr. Himmelstein. Well, if we add information of high quality, 
then it makes sense. I fear that much of the information that we 
are actually adding in the drug review process at this point is of 
such low quality as to be virtually useless, other than its propa- 
ganda for the drugs. 

Mr. Cannon. Right. Exactly, which, by the way — I mean, the dif- 
ficulty with what is useful information really then devolves to the 
physician who has got the training to make decisions and to advise 
and counsel his patients, which is something I would dearly love 
to see. That is physicians driven by an interest in the health of 
their patients instead of seeing their patients as money machines 
that they pull the lever on and pay. 

Mr. Himmelstein. Well, and we should recognize that at this 
point the vast majority of drug education in this country of physi- 
cians is carried out by the drug companies. 

Mr. Cannon. Right. 

Mr. Himmelstein. The drug companies’ budget for mis-educating 
physicians is larger than the teaching budgets of all the medical 
schools in the United States combined. 

Mr. Cannon. Yes. 

There are many, many more things to talk about, Mr. Chairman. 
I appreciate your indulgence. Let me say this is an issue of enor- 
mous importance to me. As I said earlier, virtually every family in 
America has had a tragedy. We certainly have had tragedies 
around my family. That is a personal issue. And I would love to 
see an environment where we shift from — I think. Dr. Himmel- 
stein, you talked about this — toxic environment of drugs. 

Perhaps that was you, Mr. Chairman — this toxic environment 
where all the incentives are distorted and the result is these kind 
of horrible tragedies that compound within a family, destroy a fam- 
ily- 

Well, you haven’t been destroyed, with all due respect, Ms. 
Smith. I appreciate the fact that you are here. But much of your 
life, much of what you anticipated for your life to become — because 
of a series of issues, some of which may not have been controlled. 
But with all due respect, I am more optimistic than Dr. Himmel- 
stein. And I have been around some of the downside of this for a 
very long time. 

I believe that if we are thoughtful in Congress we can create an 
environment where people can make healthier choices, where the 
market will respond to those choices by providing better services 
and where doctors can get away from a system — I will just tell you 
that in many cases, in my experience, you go to a doctor. He looks 
at you like a lever, a monkey in a cage, has the lever. He pulls the 
lever, a banana comes out. 

You walk into the doctor’s office, the monkey pulls the lever, and 
he gets the payment. That is toxic. It is only a small portion of the 



129 


whole system, but it is destructive to the doctor as much so as it 
is to the patients. 

So the most educated people in America, the people that spent 
the most time as a group on education, end up being monkeys pull- 
ing levers instead of people who help us be healthier. I think there 
is something profoundly wrong. The way we have done this histori- 
cally or the way we have let the system evolve is profoundly wrong. 
And bankruptcy is a minor problem in this much larger problem. 

And so, I appreciate, Mr. Chairman, you having this hearing and 
going beyond, I think, the simple bankruptcy issues to those issues 
that are behind that. And with that, I yield back the balance of my 
time and thank the panel for your being here. 

Chairman CONYERS. Thank you so much. 

We usually give 5 days for Members to get any questions to you 
and to get them back to us. And then we have 5 days for us to sub- 
mit any additional materials into the record that we want. 

This has been an extraordinarily long but meaningful, might 
even become historic because there is so much to study and exam- 
ine. The witnesses have been tremendous. 

And we are delighted that so many of our Subcommittee Mem- 
bers and other Members were here to share this afternoon with us. 

With that, the Subcommittee on Commercial and Administrative 
Law hearing is concluded. Thank you so much. 

[Whereupon, at 4:44 p.m., the Subcommittee was adjourned.] 
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Hsalitti care costs are rising sharply, placiitj stiess on employs, individuals^ and 
femiliesi As erfLpbyersloolcto rein in benefit coste^thev are increasin^ily turning; towards 
health insurance options that feature greater employee cost sharing through higher de- 
ductibles, co-payments, and other fbrmsofout-of-pocliiet expenses, Others are dropfing 
covaage entirely. Firiaricially stietchai low- and middle-income femilies, however, can 
scarcely afford these higher medical expenses. To meet out-cf-pocluet medical expaises, 
many patients are turning to credit cards and accruing medical debt The use of credit 
cards for medical expenses can be pioblematr because the resulting debt is lumped in 
with all other consumer debt, maldng this debt not only invisible as medical debt, but 
also subject to a maze of interest rates and penalty fees. To gain a better understanding 
of this phenomenon. Demos analyzed data from a national household survey of bw- and 
middle-income households with creditcaid did>t. Included in thissurvey was questions 
about medical expenses as acomponait of credit caiddebtand health insurance status, 

KEYFINDNGS 

Our findings show that low- and middle-incoime ho usdiolds v,ho cited medical 6 k- 
penses as a fector in their credit caiddebthad hi^ier levels of credit card deb t than those 
who did not cite medical expense as a &ctor. Overall in our survey, 29 percent of low- 
ard middle-income households with credit card debt reported tiiat medic al expenses 
contilbutedto iheircuiTentlevdofcrBditcarddebt. Widiin that group 69percenthad 
a major medical expense in the previous three years. Overall, 20 percent of indebted 
low- and rfiiddle-income households r^orted holh having a major medical expense in 
the pevious three years and tiiat rctedical expaises contributed to their current level 
of credit card debt Throughout this r^rt we will refer to this group as 'Vnedically 
indeblsd.'" Within this ''medically irtdeblBd''groip, 


Forty fbur percent had credit card debt higha dian$10,000and S? percent had 
credit card debt higher than$£,000. 

Average credit card debt vas higha ibr bw- and middle- income households 
1^11,623^ as compared to households without a major medical expanse in the 
previous three years or rctedical expenses contiibutirig to their credit card debt 

13:7,964:1, 

Average credit card debt was highs for those witiuDut health insurance 1^14, Si 2) 
than forthose with health insurance (^10,973). 

Average credit card debt washigher for households withchildren ($12,840) than 
for those without children ($10,669). 

The medically inddDted are more liltely to be called by ball collectors than those 
without such medical expenses (^2 percent versus 38 percent]. 

Levels of credit card d^t within catain demogiaphic groups were considerably 
higher among those who had amajor medical expensein the pevious three years 
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and who reported medical expense? af a contd'bM'iDr to thar current level of 
creditcarddehtascompaiedto ftosewithoutsiichnnedicaleKpenses; 

♦ For bw- and middle-incDioe Aioericans between the ages of IS and 34i averafiie 
credit card debt was 79 percent hitter ($13,303 vasus $7/i£0). 

♦ For low- andmiddle-incoiftfi Hispanic hovs^iolds with credit card debt, average 
creditcarddebtwas 64rpercenthig;her ($9,200 vasus $£,620)i 

♦ With tbe eKcep'don of those households earning less ihan $20,000 (where it was 
hi^h for all hous^tolds), die debt-toancome ratio was higher in each income 
^roup, 

Background 

Health care costs have risai piecipilDvidy in recent years, and health spaudin^; now 
acccfunti fox 16 percent of our nation's Gross Domestic Product, ip from 13S percent 
as recently as the year 2000. The cost of health insurance continues to outpace o'srall 
inflation and wa^e growth, pkcinfaiddedpiessuieonalxeadystretched&mily buckets, 
Over the pastsix years, health insurance pcemiuzns have increased by 7 3.S percent while 
median income has 4 rowrk by only 11.6pa^cait. A&mily health insurance policy is now 
equivalentto ISpercent of median femilyincome, up fromSpercentin 19S7. 

Most Americans with healdi insurance have coverage through their own or a &rcdly 
member's worlcplaze. As empbyeis look to rein in tl^r benefit costs, however;, more axe 
turning towards healthinsuianceaxian^ements diatieataregreater empbyeecost shar- 
ing; through higher deductibles, co-paymenis, and other forms of out-of-poclet expsises. 
Some axe eliminatmg coverage altogedier, and die sb^ie of worlcing-age adults covered 
by employer -sponsored health insurance is in decline. Public programs lilce Medicaid 
are not growing to meet the individual health insurance policies can be prohibi- 
tively expensive. andthenumberofuninsuredAmericanscontinuesiD creep upward, In 
20d£!, nearly 47 million Americans wereiminsuied. 

Uninsured Americans are particuhrly vulnerable to medical bill problems and to 
medical debt, but such strug^es are^ dom limited to the uninsured. According to a 
recent survey, a quarter of Amaicans have problems paying nnedical bills, and, among 
this group, over two-thiidshave health insurance. Numerous studies have found that 
large numbers of both insured anduninsuied Americans have difficulty paying medical 
bills and are even falling into debt. 

Medicaldebt is agrowingproblem with severe consequaices for both access to neces- 
sary health care services and financial stability; Pecent research has found that about 
29 million adults have medical debt; that privately insured adults with medical debt 
are more lilcely than those without debt to ddp recommended treatments, leave drug 
piescrptions unfilled, and postpone care due to cost; that roughly half of all pa-sonal 
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banJcii^itciesaredueiji part to medical problacis; andtltatevai. relati'.^y small levels of 
medical debt can have major consequencesonfinaitcklsecurityi 

There are sevaal reasons wh^heallii iiisaraiicedoesn.''talways offer sufficient protec- 
tion against high medical e:{penses. Becaiise heiallth insurance is tied to employment 
a saious medical conditiori can ha’s the effect of limiting! fee ability to worlc eam in- 
connej and remain on an empbyei -sponsored health plan. Lapses in health insurance 
are strong predictors of medical debt. IngeneiaL fee tiendfbrhealthinsurancepolicies 
has included higher deductibles and co-payments for hospitalirations, office visits, and 
prescrptbn drugs, which, in turn, increoses the finangial hurden for people who get 
side, Medical debtean also betied to less-comprehmsiveinsurance, As Health Savings 
Accounts (HSAs) and tdgh deductible health pkns grow more common, patients fece 
higher flrst-doUar expenses and may become more susceptible to medical debt, 

Method QlQa:v 

To gain a betta’ undastanding of medical expenses as a component of credit card 
debt, Eiemos analysed data from a national household survey that we commissioned in 
conjunction with the Center for Re^xnsible Lending in 200£. The survey consisted of 
l,l£C phone intervieTAS with low- and middle-incomehouseho Ids whose income fell be- 
tween £0 percent and 1 20 percent of bcal median income— roughly half of all house- 
holds in the couniry. In order to participate, a household had to have credit card debt 
for three monfes or longer at fee time of feesurvey. Twenty-six percent cf fee low- and 
middle-income respondents reported having credit card debt for at least three monfes . 
The question "Do you or your spouse have any credit card debt; that is, money due on 
credit cards that you did not pey offin full at feeend of kstmonfe?’" was used to identify 
households with revolving credit card debt. The margin of error for the survey is plus 
or minus feree percentage points for total respondents • 0^erall survey findings cn in- 
debted low- and middle-income households as well as more detailed information about 
fee survey^ methodology can befoundmfeerqport'ThePlastic SafotyNet ThePeality 
Behind Debt in America,'" 

To ii^ntify the role of medical expenses, fee survey aslced respondents questions 
about thar medical expenses, health insurance status, and whether medical expenses 
contributed to their current level of credit card debt. Mostof the findings in this report 
loolt specifically at the subset of housifeo Ids rqrarting feat lY^dical expenses contributed 
to feeir current level of credit card debt and who repMortod a major medical expense in 
the previous feree years. 
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Hndif^ on Medial Exfmses ai^ OedJt Caid^ 

iMiNr-nwr pmrm U inMiUd km- mmI mtddle iniiiimr hmtwholda rrpnrtrd thM 
mrdkal ripmac* » nlhbulrd U» thrtr cunvfM k%«4 of crrdit card <M)t Wilhlfi tiul fURNip^ 
Ml pmmi alH» rrpnrtrd a mnfccal nprme in Ihr pmiiiw Ilirrr yvaiv iHrrall (n 
th» aurw|C, 3D pmctM <d IMlrbud bta- and mlddlr-UKianr luiarhiilda rt|Hirt«<d biHli 
kavtni; a nukk nrdiral raprmr In ihr pm^nts ihrrr ymn and dvU mrdKal raptmn 
c«aitntMatcd to Ihrtr currmt Irwtl of itrdit card drin. lYinmidwul lliia ti^urt. wr rHcr (u 
that aa *mrdk^ly Indfbird* IW Irrm ^tut-anrdkally IndriNrd' Mim U* narvrr 
rr«pt«dmu wHh cftdM card dete whi> did mn haw a mu$ui mrdlcal npmar M titr prr- 
vkian thrrr yvan and dk! not rrpcvt mcdacal rtiiman at a naiudmciv lo ihair omvni 
trwItdcrrdNcarddrbi llH|HiMibArthaiManrmpiaidmittianilKda»*ntin^<nrdKally 
Widf^Ud* M ihlt rrpitft haw mcdkal drht eailaidr of thrir tttdil «ard dt^ SlnulaHy. 
'madicallir indrbicd* rr^mdffHt nay abo haw oilirr bams of mrdicat <kha In addnarai 
to crrdi t-aad drbt IKaC Inhamatkat it eaitaidr iW ki^ of thit tnrwy 


TaMd 1: Mean and Median CrodK Card Debt Amonf Madtoaltjr Indebted* 
by Age. Income Laval, and Race/Cllinlclty 



Low- and middlr-iBcuerkr nardkatty indrbtcd houtdiolib had h^M^ Irwit <rf crvdM 
iard debt than nm-eardk'allykMk^rd humrhiddi, Awrearcrrdntarddrbt waa4Aprt- 
ic«M hiahrt lur luw' and mlddlr-WkuaBr mrdkaby indrbtrd huuarhuhb than fur Iumk and 
mtddlr-lnciMnr nocimrdkafty indrbtpd hauwholdt. ($1 1.AXI wmia fT.VMI Awra|grdrlM 
wai hichrr than mrdtan drbi aonw ««ch cd Ihr drn»;yiraphk; catcfiarirt namlnrd In 
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T«blr I. to aui surpmUy tiacr npradlium imd li> br IUKh>r luncmutord. 

Avmpr cMm to Mnprruni. bmute to mrali Imiw fintonciAlly dcrwlating; rmiIi- 
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HOUSEHOLDS WITH CHILDREN 
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Consequences of Medical Debt: Credit Card Balances 
Worse Health Car^ Depleted Assets 

Medical debt can serriudy threodten both, financial well -bang; and access to health 
care services. The Icpw-to-midilB incoine. medically indebted households in our survey 
showed many si^s of firLajtcia.1 stress. Sucty-two percent of medically indebted house- 
holds ha're been called by bill coUectorSj as compared to 3S percent of non-medically 
indebted households. Fifteen pacait of medically indebted hotisdtolds have declared 
banJcrtgDtcyj as compared to 11 percent of non-medically indebted households. Amonc; 
those households that Financed their homes or tookout a second mortgage. 60 percent 
of the medically indebted paid down credit cards with the money they received from the 
refinancing., as compared to 4^1 percent of the non^edically indebted. 

Against a badodrop cf declining economic stability, trends such as rising health care 
costs, changes in health insurance benefit design, and an ever-increasing reliance on 
credit cards forecast direconditions for America's fomily finances. 

In a recent survey of Aioeiicans with health insfirance, 48 percent reported that it 
seemed to than as if deductible and co-pay ooste were going up. Indeed, this sense is 
confirmed by research in ihe heal^ policy literature finding that the poportion of peo - 
pie with high outof-poclcet costs compared to income is on the rise. According to the 
Center for Studying Health System Change ^ number of low-income privately insured 
people with chronic Keakh conditions feeing out-of-podeetexpases greater than £ per- 
cent of income jumped by 60 percent between 2001, when 28 percent Kadout-of-pocloet 
medical expenses greabsrdian 6 percent of income, and 2003, when 4-2pacaLt had such 
expenses. 

Since 2003, ^^hen H@alh. Savings Accounts were authorized by federal legislation, 
high-deductible health plans have become more widespread (to qualify for an HSA,one 
must have a high -deductible plan). Because die premiums for high-deductible policies 
tendto bebver than prercdumsforcomprehaisivehealth insurance, employs looldng 
to hoH down premium costgiowthareincieasingly offering these plans. Most consum- 
ers in high deductible plans, howeva, arenot opening and funding HSAs. According to 
a 200 £ survey by the Emidoyee Benefit Research bistitube and. the Commonwealth Fund, 
greater percentages of health care consumers inhigh-deductible plans spend more than 6 
percent of their income on out-of-pocl«tmedicale3{penses and insurance premiums. For 
those with household incames below$£0,000, the numbers are evai starluer: 92 percent 
of peo pie in high deduz tible plans spent more than £ percent of income on out-of-poclcet 
expenses and premiums, while 34^peroentof those with comprehensive insurance did so. 
Medic a 1 bil 1 pr ob lems a nd medic al deb t are more f requentiy I epo r ted b y peo pie in hig her 
deductible plans. As these typesof plans proliferate, out-of-pocluet expenses could grow 
even more, thusincreasingthepotEntialformedicaldebt, 

As deductibles and co-payments increase, hospitals are finding more patients unable 
to pay tharmedicalbills, Someho^nlbalmanaganmtanalysts areexpecting anincrease 
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in self -pay patiaits and are ’bracing for higher levels of bad debt l^iospital charges diat 
are not covered by insurance and that patients are unable to pay). In recognition of the 
evolving payment landscape and therisit of hospital bad debt heath care froviders are 
more aggressi^ely seelang upfront caUectionDf co-pays and deductibles, A componaxt 
of this strategy is to encourage patients to use third -party lenders such as credit cards 
to pay for naedical esfpenses they cannot afford which families frequently do to nneet 
high medical billsi In 2001j patients charged billion in healthcare services to Visa 
cards. Since out-of-poclc^ health escpendituies have trended upward since 2001 and 
overall credit card use is on the rise* this figure is probably higher today. Because credit 
cards are frequentiy used to pay for medical ejqienses, it is liJcely that many estimates 
and analyses of medical debt actualhr underestimate the problem, Because medical debt 
that is subsumed in overall credit card debtis lumpedin with all consumer debt, itis riot 
always properly identified as medicaldebt 

In recognition of the growing marloet for patient out-of-poclet costs, the credit card 
industry has de^eloped '''medical creiit cards" designedspeciflcally for medical expaises, 
whichhave recently entered them arl«etplace. Insornecases,health insurers and financial 
institutions are tEamirig up to offer products featuring high deductible health insurance 
and lines of credit to meet the increase in out-of-poclcet e}^enses associated with the 
higher deductible. Se\€ral H SA services are nowincoipoiaiting integrated Imes of credit 
into their HSA products. That there is a mar]<et for credit cards specific ally designed 
for these out-of-pocl(et costs indicates tiiat patients are having difficulty meeting these 
expenses. To theeK^t that interest rates or penalty fees are applied ti* these expenses 
when credit cards are used to meet them, patients are paying e^«n more. In otha c ases, 
credit card companies axe worldng in conjunction witiihealth care providers to shift bill 
collection from the provider to the credit card company, and areofEarngincentives such 
as bill discounts for patients who use the credit card, particularly uninsured patients, 
Many of these credit cards charge intsiest and, lilce traditional ccnsumer credit cards, 
a late payment can trigger penalty rates and fees, thus exacerbating medical debt, In a 
deregukted lending environmentionce medical debt is subsumed under credit card debt 
itis subject to the same mare of teems, conditions, andfeesto which all consumer credit 
card debt is subject More oversi^t of this burgeoning industry is needed to protect 
consumers from medical credit card debt. 

Areas for Future Study 

Low- and midife-income households are turning to credit cards to fill in gaps in 
health coverage and to pay for necessary medical ejqDensesthey are unable to afford. Our 
research slews us that inckbted households with major medical expenses have higher 
levels of credit card debt than those without such expenses. As health insurance options 
featuring higher deductibles and out-cf-pocluet expenses become more wides|xead, we 
can expect the use of credit cards to fill in the gaps to become more common. To bet- 
ter understand this emerging phenomenon, additional research should be undertalcen to 
explore questions such as: 
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* Amon^ houfehold? wi'^LCiedifccaiddel^'txeportdn^ nnsdicd. SKpenses as afactoi;, 
what portion of that d^tisdue to medical esipenses? 

* Eto households devoting high percentages of income to medical expenses use 
credit cards for other basic necessitiiesto malceup for the greats' share of income 
devoted to expenses associated 'with amajor medical evenif 

* Isthe useof creditcards farmedicalexpensesrinore comrc^on fbrcertaintypes of 
medical conditions dtatmar not becoveredby health insurance? 

* What is the frequency of credit card 'use to pay medical bills in various settings 
such as hospitals, physLcian offices^ and pharmacies? 

* Ed low- and middle-income households wi'th high deductible health plans use 
credit cards to meetout-ofpocltet health expaises? 

* What types of interest rates and fees are patients paying on 'hnedical credit 
card^?'” Are consurnffs “with medical e:^)enses increasingly using these lands of 
cards? 

Policy Recommendations 

PoHcymaloers must address dte twin problans of health care cost and covsage in a 
comprehmsive manner to protect American femilies horn financial insecurity and the 
deleterious health outcomes that result from the current systsn , We believe that the 
ultimate solution is a system provides univasal access to comprehensive benefits, 
Shcrtof “Ihis goal, hovever/diereaieinteiim steps diatwe believe will begin to mitigate 
the finaiLcial consequence that are imposed on people who have the misfistune cf get- 
ting sicli:, 

DIFFERENTIATE MED ICAL DEBTFROM CONSUMER DEBT 

Many Americans axe having trouble meeting their health care expenses and are ray- 
ing on creditcardsas arrieanstopaytheirmedical bills. However, debtfrcm outstanding 
medical bills is unlilce other farms of debt There is growing recognition in the lending 
and credit community that medical debt may require special treatmait. Major credit 
scoring organizatioTLS^ suchasFairlsaac and Company (J-ICO), consider medical debt 'to 
be ''atypical and nan-predictive'" of overall credit worthiness. 

Medical debt Hlceotheisfbiinsof d^t isfungible. Pegulators must consider wa'ys to 
prevent medical debtfnomruining credit records. Since lenders may have insufficient in- 
fbimatLon to disregard medical debt 'when maldng a lending decision^ these debts should 
be toeated differently by medical providers . Medical providasj and their designees^ such 
as collection agencies to which delinquait accounts have been turned over, should re- 
frain from reporting that debt to credit bureaus. 
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Gaven the atypical nature of nnedical debti no one nialdn^ a good faidi efEbrt to pay 
their nnedical bills should be subject to lie maze of high interest rates and penalty fees 
thathave come to characterize the credit card industry today. Credit card issuers regu- 
larly group purchases into categories of service^ and identifying health care expenses 
that were charged to c redit cards should not he ovaly burdensome Interest charges on 
otha preferred expenses — home mort^gesandstudentloansyfbr example — are tax de- 
ductiblej thus mitigating the expense to the consumer of the interest charges. Methods 
for similarly mitigating the cost of interest charges on medical expenses for consumers 
should be explored. 

LIMIT THE ENTRY OF MED ICAL PROVIDERS INTO FINANC lAL SERVICES 

Medical providers are beginning to offer financi al services to patients^ transforming 
the patient.i'piroviderrelationshfo into a debtor/creditor relationship. Provider -sponsored 
credit cards and revclving lines of credit aieoften offered under Ihe guise of financial as- 
sistence. The specific finance charges and fees associated with tiiis credit are not always 
readily apparent to the patient. Etitientsunabletopaiytdieirbillsinfullmay foelobligated 
or pressured to accept the terms of credit offered by the very people or institutions that 
they bole to for healing. Medicalpuoviders should be discouraged from moving into the 
financial services area. 

INCR EASE 0 VERS KIHT OF LINES OF CREDIT AHACHE D TO H E ALTH 
SAVINGS ACCOUNTPRODUCTS 

Fmancial services companies are jumping iniD the l^lfch Savings Account rriailcet 
and some axe offaing integrated lines of credit into dieiiHSA^oducts. Internal Pev- 
enue Service guidelines have autlorized this practice; however, additional research and 
oversight are needed to protect consumers from potential intsrest charges that could 
serve as an additional disincentive to seelc medical care. Faiticulaily if a patient has a 
low credit score, he or she could pay hi^^ interest rates for health care services. Careful 
monitoring of thiserrxerging industry isneededto protec tpatbnts. 

ENSURE ADEQUACY OF INSURANCE COVERAGE 

New developments in health insurance products — ^HSAs, high deductibb plans, lim- 
ited benefit policies, ''cccisumei -driven health care" — ^incxease individual rislc. and chal- 
lenge the notion of health insurance. Businesses that offer coverage to an ployees often 
focG double digit pcemium increases andhave little choice but to pass abng more of the 
cost of the coverage. This puts their employees at risk of incurring medical debt. We 
urge the establishment of standardsfor adequate coverage.including cost sharing obliga- 
tions that are proportionate to family incomes. 

IMPROVE SCREENnGFOR ELIGIBILITY IN PUBLIC OR PRIVATE 
FINANCIAL ASSISTANCE PROGRAMS 

Over the past few years, tiiere has beat much attExition focused on health care pro- 
vider billing and collection practices. Research has documented that many people eli- 
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gible for public jrogi^icis are not enioUsd in them andi a result incur medical debt 
Health care providers could helprediicemadicaldebt while enhancing their revenues by 
impirovdruB: their screening ofpatients for eligibility for public pao^rams such as Medicaid 
and State Children''s Health Insurance Itro^ams. Providers should also be encouraged 
to clarify and publicise thsdr msdtutiDnalfLnancialasristanceprojiiams thatare intended 
to expand access to care Ibi ’^losewi^iout resources to pay 

ENACT A BORROWER’S SECURfTYACT 

We must protect consumers from deceptive credit card tarirts and exorbitant inter- 
est rates and fees. Fueled by steady deregulation of the indusriyj credit card companies 
increasingly charge excessive interest rates and feesj maldivg it hards’ for femilies Id 
get out of debt and back on the patdito sa'vings. Today there are no legal bounds Id the 
amount cf fees and interest credit card companies can charge borrowers. In addition, 
credit card companies, unlilce other kndeis, are allowed to change the terms on cards 
at anytime, fer any reason. As a result cardholders ofta\ borrow money under one set 
of conditions and end up paying it back under a different set of conditions, We recom- 
mend a Borrower's Security Art that would limit these practices and restore the balance 
of power in the lending reLationship by prohibiting credit card companies from raising 
a boirowa's interest rate based solely on payments to other credi’lnrs; requiring credit 
card companies to limit any interest rate increase to fifruie activity onthe card only and 
limit the amount by which iidbarestiates can be raised; requiring credit card ccmpariies 
to institute a late-payment grace period; and raising the minimum payment requirement 
to £percentof acaidholdes's balance to curtail exces^ve debt loads. 
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"Ulness and Injury as Contributors to Bank- 
ruptcy/' Health Affeirs Vlfeb Exclusive, Febru- 
ary 2, 200$. 

<3ary Ckxton, et al. "Emplo^r FJealth 
Benefits;200SAnruQl Survey, '"HenryJ. Kaiser 
Famikr Fo uciic^tion, 2006. 

21 . 

' Mbbek M. Doty, Jennifer N. Edvards, 
and Al^^sa L. Holmgren, "Seeing Red Arreri- 
cans Driven into Debt by Medical Bilk: Results 
from a hbiional Survey,'" The Commorsvealth 
Fund, August 200$. 

22 . 

' For example, O percent cf health caie 
costs are incurred by 20 percent of the popi> 
latrin. See Mark W. Stanton and Margaret 
Rutherford ''The Hi^ Concentration of U.S . 
Heal'^ Care Expend ures," Rockville l^D): 
Agency for Healdicare Research and Q lalrty; 
200$.ResearchinActJDnIssue 19. AHRQP^b. 
No. 06-0060. 

Thrreaca Draut, "Strapped; Why Ameri- 
ca’s 20- and 40- Something Caret Get Ahead'" 
Doubfeday, 2006. 

OAr 

' Steven R. Mechlin and Marc W. Zodet, 
"Out of Pocket Fkalth Expenses by Age and 
Insurance Coverage, United States, 2004.-" 
Statktical Brief #126. May 2006. A^ncy for 
Ffealthcaie Research and Qiality, Rockville, 
MD. httpj'';fwwwmfipsahxqgoWpaperSi^stl2&' 
statl26.pdf 

25 

'MicheleM. Doty, Jennifer N. Edvards, 
and Al^^sa L. Holmgren, ''Seeing Red Arreri- 
cansDriven into Debt by Medical Bilk: Results 
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aNatsDnal SMrvey/'The Ccmmonweal'^ 
Fund, August 200S. 

ABC Newsj Kaiser Fouiubtionj 

and USA Thday, "Healthcare in America 200S 
Survey, October 2006. 

Ha T. Tu, ‘'Rising Health Cosls> Medi- 
cal Debt and Chronic Conditions^^' Center for 
St ijdying Health System Clangei Issue Brief 
No. SSj September2C04. 

Chris Rauberj "Most ?^alth Saciring^ Ac- 
counts are Staying Erfipty/' Sin Francisco Busi- 
nessTirfesJune Q, 2006. 

laulFronstinarid Sara R. CoUins> 'lar^ 
Experience with High-DedactilJe and Coxir 
samer-Dri^«n?^alth Plans: Findings fiomthe 
EBRI/Corrunonwealth Fond Consumerism in 
Healthcare Survey/' EBRI Issue Brief No. 266.. 
December 2O0S. 

^ ' Sara R . CoUinSj Jennifer L. Kriss, I^ren 
Ei^vis., MiclelU M. Doty, and Al)5sa L. Hot 
rrgrem, "Squeezed Why Rising Bcposure to 
Jdealth Care Costs Threatens tbe Ffealth and 
Finarcal Well-Beirg of American Emilies/' 
The Comrrcnurealth Ford, September 2006. 

' Healthcare Financial Marvagexnent As- 
sociation, "CDHC: Financial Thieat-jor Op>- 
portanity/' Consumer- Directed Healtti Care, 
HFMA, July 2006. 

22 

' I^aKhcare Financial Mana^rcent As- 
sociation, "CDHC; Financial Thieat..xir Op- 
portunity,'" Consumer-Directed Health Care, 
HFMA, July 2006. 

22 , 

' Vince Calloro, "Ana^st Predicts More 
Bad Debt Ahead'" Mo iirnItalthcare.Oct 0 iber 
10,2006. SeealsoDericiD.Perkins, "Revamp- 
ing Upfront ColhctionsCanKeepCashFlow- 
irig,'''Corisumer-DirectedHeaIthCare. HFMA, 
July 2006. Perkins predictsthatthe percental 


ofhospi'talsdf-pay patients ■will quadru- 
ple to 20 percent soon, 

■54- 

See Eben Fetters and Ron Luke, "Cet 
Paid Now; Enhance Itbur Hospital''s Mar- 
gins by Collecting Co-pa^ and Deductibles,'"' 
Health Leaders Media, October 2006j Witness 
l^imonies from Melissa Jacoby and from 
Iv^k Rukavina, "A Review cf Hospital Billin g 
and Collections Practbes,'" Subcornrciittee on 
Oversight and In'wstigatioris House Commit- 
tee on Enejgy and Commerce, June 24, 2004j 
andlhe Access Project "The Consequences cf 
Medical Debt: Evidence from Three Commu- 
ndies/' February 2002. 

jolie A. Jacob, ''Credit to Vour Practice: 
Ijetting Patiextts Pay with Plastic,''' Am Med. 
News, Ju^ 20, 2002. See also Melissa B. Jar 
coby and Elizabeth ’vt^rem "Beyond Hospital 
Misbehavior; An Alternative Acco unt of Medi- 
cal-Related Financial Distress,''' Nortbevestern 
Uhi\eraty Lst» Review, Vol. 100, No2, 2006. 

26 . 

* Deborah tjiirewich, JeffreyPrott as, Rob- 
ert Seifert, and Susan Sea^r, ''Medical Debt 
and Coi^sumei Credit Counseling Services,'" 
Journal of L^alth Care fer the Poor and Uh- 
derservedlS 1^00^:226-246; Access Project, 
"The Consequences of Medical Debt : Evidence 
from Three Communities,'" Febrmry 2002. 

27. 

’ MelissaB.JacobyardElizahethWarren, 
"BevondHospital Misbehavior; AnAlterrativ? 
Account cf Medical-Related Financal Dis- 
tiEss," Northwestern University Law Review, 
Vbl. 100, No. 2, 2006. 

■2S. 

'Forexample, UnitedHealth Croup start- 
ed its own bank, Exante Firaricdal Services, to 
service ftalth Savings Accounts andrecently 
aniDonc e d t bat it wo uld offer c ons ume rs a lire 
of cxedit attached to their existing health ac- 
count debit card Aetra and Bank of America 
also recently introduced, the "Unique Aetra 
Healthy LivirgCredit Card" See UnitedHealth 
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PiessRelease, 

Give Coreanners AJl-in-One Awes to Their 
Health Care and Firandal Inibrn:aticin>'’' Ao- 
gast 14, 2006 and Aetna Piess Release. 'Aet- 
na And Bank Of America Tb Introduce The 
Unique Aetna Heakliy Living Credit Card.'" 
No%ember 16, 2006. Also see Kelley M. Butler, 
"Ti alhCaie Credit Cani Curb Costs, butlrt- 
crease Debt/' Employe Benefit News, April IS, 
2006. 


^'Mike Stobbe, ''Gredl Card A^rcyCuts 
blospitals' Losses/' The Charlotte Observer, 
July 11, 2004. 

40 

Daniel Costello, "Hospital Bi1U — But 
with Interest, New Patients who CarA Pay, or 
Who Ha\e ?iigh Deductibles, Can Get Credit 
Cards Specifically tor Medical Care. But the 
Rates Can Reach 24%.'" Los Angeles Times, 
December 12, 200S. See also Melissa Jacoby, 
"HiispitalBadDebt ardMedical Credit Cards/' 
Credit Slips, http/Zurwurcreditslipsorg/credit- 
slips/200S/07/hospital_bad_de htmi 

' For ade tailed anal^ of credit cardies, 
see General Accounting Office, 'Increased 
Complexity in Rates and Fees Fteightens Need 
for More SCeoti\e Disclosures to Consum- 
ers,'" Report to the Ranking Minority Member, 
Ptermanent Subcommittee on Investigations, 
Committee on Horreland Sec oritv and Gov- 
ernmental Af&irs, U.S. Senate, September 
20C6. 


42 

' Robert W. Seifert, "The Eerrond Side of 
Financkl Exploitaticn: The Case of Medical 
Debt :" Housing ItolicyDebate 1 6:4 ^04). 
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Appendix; Case Studio 

Peflcqe S, - Tampa, Florida 

Peggie li^c£ with her hushandard IS-vear old 
(Slighter in Tampa, Flccic^. Although tl)^ 
^ady iiconre eiffieeded $100jDOO be- 
fore Peggie fell Ilh the femily almod bd their 
home due to costly medical bills paid for with 
credit cards. Pe^ie soflred two bouts of 
breast cancer In one year with treatrcent span- 
ning betweenNovember20(BardApxll200S. 
"'0^er two years I had € sorgerles; ending up 
with adoubk rrostectomy andreconstructiorvi^' 
she explains. 'All the money we had coxnlig 
in went to pay rteddl hillg: br antibiotics and 
pain rcedications.'" While the medical treat- 
ment cured her cancej::i she was left witib.over 
^0/300 in medical bills. 

Peggie auumuhted these bills despite havirg 
health insurvice through her employer. Be- 
cause she worhe d for a ry snelloiganization, 
hcwever, the insorarce wasahi^deductlbk 
planporchased in the nogroi^i maitet. Most 
of Peggiet bills stemmedfiomthe hi^out-of- 
pochet costs imposed by hier Keal& plan: 20K 
co-insufance, no drug coverage, and a $2$00 
deductibk. The illness forc«i her to pay this 
ckductibk three tinres ov«r three years, eaidi 
time before she was abk to seek care: ’’Bebre 
any of my sundries the hospital wo uld dieck 
with the irsurance company, and male sure 
that my (kductible was paid, not, I had to 
pay it in full before the sun^ry.^' 

Peggie also encountered unibreseen out-of- 
network charges fcr whbh her co-insoiance 
responsibility no$ to 40%. Although de 
sought care at an ire network hospital, sorre 
of the doctors working in the ho^italdidnot 
accept her insurance so they were technically 
out-of-network. Ahthoughher illrkesswashard 
to cope with, Peggie found baling with her 
insurance company to be ev«n more of ahead- 
ache: 'At one point I was so frustrated! wrote 


to the insurance company: 'You are worse than 
the cancer. I can cut out the cancer but I have 
to work with you."' 

Peggie and her husband used up all of their 
savings to pay for the medical care . Never- 
thekss, their credit was threatened and their 
house almost went into foreclosure due to left 
over bills. They were only abk to pay off the 
credit card debt after Peggie''s parents passed 
3way and left her some money. Peggie relates 
thab'Tlturing all of this we buried my mother 
and father, only through the inheritance 
that I received from themwere we able to leep 
our home and credit ” 

DavidB. - UnivasityHei^ty, Ohio 

r^vidhas had type-l diabetes since age 1 1 —he 
is row 4$ years old Eavjd’'s diabetes and a 
number of orv^irg mlTDr health reeds neces- 
sitate frequent trips to doctors and specialists. 
As a school psychologist, Lavid has health 
insurance through his emplo^r. Fk does not 
have dental insurance, however. While 
vidhasA't recently accomdated large medical 
bills, the co-payments for doctors' visits are 
fifanclal^difticiit. 'l\e hadto go througha 
lot of tests and seen a kt of difirent doctors 
and that’s just additiorial co-pays eachtirre. 
Basbal^ I’mgoinginto savings and gving into 
debt occasionally just to pay my nnedical bilk.'" 
The bills really add up over the year: "Adding 
up even all my medical expenses, its like close 
to 20% of ray gross income.'" David often de- 
lays or discontinues care due to financial cort- 
siderations: 'The tinm in-between my regukr 
appointments with my diabetes specialist or 
primar years, I just dDn''t go as often as lin sup- 
posed to... [arv^ I deftnitely discontinued treat- 
ncenitofiny shDolderafterawhile just because I 
couldnft afford it 
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WitKoul: enough dkposabk ircorcie to pa/ for 
all of hif nnedical co?t? oat-of-poclfet^ David 
frequenfly uses his credit card to charge co- 
payments and other doctor?' bills. This past 
^ar. he uras forced to see the dentist despite 
lach of insurance coverage. ended up put- 
ting onhis credit card to pay for a filling 

and fix a brobentooth. 

Aftording prescription medications has also 
been a challenge. E^vid reflects that theret 
only one choice of insoiance cornpanies 
through his employer, and "so fer there 
have been ^ dit&rent iredications that I'*ve 
been recommended or prescribedthatarenot 
on [the company^] formuhry, and thus tbe 
onlywayl cangetthemisto payoutafpoctet.^' 
Ore of these medications costs per (iy, or 
almost $^000 per >ear. 'Tlhat] is 10% of xny 
gross salar^^' Davidexclaims. 

Fi\e years a^, David could no lon^r afibrd 
to pay the rrort^e and upleep on his horce, 
so he sold it to payoff his cxedit card debt and 
went bach to renting. When money becomes 
very tight, Eacvid sometimes tabes up a second 
job to help him beep up with on-going medical 
expenses. 

Diane N, - M aryland H eight?, 
Mi??oufi 

Diane was unexpectediy hosfdtalized for six 
ctys in July 2006 due to severe bronchitis. 
Despite having health insurance throu^ her 
husband''s empbyer, the femily acciinuilated 
irore than $4000 in medical debt. Diane owes 
much of this money diK to co-payments and 
a per person ^arly (iductibh of^SSOO. Tb- 
getber- Diane and her husbarLdearnmaie than 
$76^300 per ^ar. But with escalating insur- 
ance premiums and two grown daughter and 
a grandchild they assist Rnancialy, money is 
tight. 'IhfiangrybecaiEewe^repayingsomuch 
for this health insurance and we^re getting, in 
my eyes, so little back,'" Diane relates. '1 don't 


understand...! dont think our healthcare is 
thatgoodhiere^' 

Diane pays all of her medical bills on her credit 
card. Because she is an accountant and book- 
keeper by profession, she irobes sure to pay off 
her entire credit cardbalance at the end of each 
moiAh. Although she origiroUy set up a$12S 
per month paymentpkn with the hcefiital, Di- 
ane was forced to scale back her payments to 
$20 forAugust and September tobeep up with 
her credit card bills. In August, she hod been 
able to negotiate an almost 2.'^irds discount on 
are^teddoctor'sbilLbutshe hod to paythe en- 
tice discountedbalance infull Diane paidtbe 
$S^jS 0 widi her debit card, hcwe',er:i this pay- 
ment drained mucKof the family's di^osable 
income and ttiey were uioble to beep up with 
the original hosf vital payment plan. Although 
Diare increasedher monthly payments to $£0 
forthe rest of2006, the hosfdtalcorftactedher 
in December andthieaf ened to send the bill to 
collections if ^ didn’t boost herpaymenfsto 
$12$. Fortarate^,Danewasabktonegotiafe 
v/ifo tbe bosfdtal hilling office to continue ao 
ceptirg $S0 per month, v/hich is affordable for 
the femily. Refkctingon her struggle to leep 
up 9/i4i her medical debt andcredrt card pay- 
ments Diane notes that, ''Vouhave to rob Peter 
topayPad. IdbulwetogowxthDutsomethirg 
eke.'' 

Because of these outstanding medicalbilb and 
the prospect of more cost sharing, the femily 
delays care. ‘'My husbard needs a cobros- 
copy, ''Diare explains. "Tjis mother hadcarcer 
when de was yourger than he is new, and he 
has held off ^ttingthatdore because it'll cost 
tbe $2S00 deductible.'' Diare is also overdue 
for a reammegram screenirg: "I'hn afraid that 
[my insurance] will rot payfbrit even thought 
itissupposadtopaylOCM.'' She has e^Bry right 
to be afraid— they denied payrrent for arforev 
mogramshe received in December 200$, which 
was oitly lesol’sd after 6 months of concerted 
seOf-ad'wocacy. The insorarcecompany never 
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paid a cant; lawnt nally -the just wiole 

off tha bill. Despite Ihisviotary* D.»ie Stales 
ber bead:"! am\«rytired of wcurkifigsD laidto 
get tbe insuiance company to pay tbe daims 
and beep the healthcare people adt bay:" 

Donna and (?f ace W. - Greenfield, 
Mayyachujett? 


Donna's eldest c^cghteiii^jiac^wasdiagnoised 
with C erebial Palsy at age 1. (jfrace isnowsev- 
en years old. Between 2001 and 2004, G'race 
receded numeio ie Bcto^: treatments to im- 
prove her rrobiLtv— the co-payment for eacii 
outpatient treatment was $500, which qaidf:^ 
added up. Donm explains: "Wehadafinancial 
strain because she would needtogolnabout 
ei^ry four to five months, at ore point for 
treatments.'" G'race also needed lots of costV 
durable rredical eqaJprrert which was some- 
times rot ccneredbyinsocarce. 

The ^milyhasmaintainedmedicalinsaiance 
t hroogh Donna's 'various ernployers over rcary 
^ars. Sifce 200$, (Trace b^ also been cov- 
ered by ComrronF^altb, the Massadiosetts 
Medicaid program foe disabled people. Befere 
Grace qualifLedfbr Commonwealth, 
was left with many oatstandirtg medical bills 
that were not covered by their health insur- 
ance. Donra and her spouse racked ap over 
$$0,000 in credit card debt to payfor Graced 
adoptbn and medical care. typically paid 

off the hospital ard doctors/' Ebcuta reflects, 
"but what happened was a kind of boomerang 
ef^ct [where] we ended up putting more on 
credit can^ because we were leeping up with 
tbe surgeons ard the hcepitals. We had to go 
into credit card >^bt to be able to keep thin^ 
moving alcrg for her.'" 

The lifestyle charge inducedbyhavlnga child 
with spechl neei^ was alsoa terriib challenge . 
'Tm soirebody whot kept a good credit re- 
cord... but when ycu have a child with special 
rieeds, you think you knew wlafs eexming,^' 


Do rtna sighs. "But there isn't any way to truly 
know what if s going to be like until you're deal- 
ingwithitona>^y-to-daybasis.'" Donnabegan 
working part-time and took a nrajor pay c ut so 
she could take care of Grace. 

The ^mily tried payment phns, but drained 
tbeir personal savings paying off the acc umu- 
lating bils. ''The medical issues that would 
come up with tbe co-payments and tbe de- 
ductibles, and. the durable medical goods— it 
just sncwbaledandit got way ahead of us to 
the point where we knew, regretfully, what we 
hadtodotoget back ontrack.'" Unable to leep 
up, t hey de dared bankr uptc y in 20 0$ . 

Since 200$, Commonwealth has helped tbe 
femiy to cover the bulk of Graced medical 
bills left uncovered by their insorarce. Medi- 
cal costs have still acc umuhited hewe^fij:, and 
they currently owe over $1000 in credit card 
debt. Tbaddinsult to injury, although Dermal 
spoused insurance would be cheaper for the 
whole &mil^,her employer does not recognize 
sarce-sexmarria^. The is fcrcedto ac- 

cept insurance from Donna’s emplo^i;, which 
costs a've^yexpensi^e $1000 per month. 
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Related Resources from Demos 


The FutureMiddle Class Series 

* African AmarkanSj Lati nos and 
Ecorcunic OpportoniltT in the 
21st Century 

i Measurlngthe Middk; Assessing 
W^t It lyfes to Be Middle C hss 

* Millions to the Middle: Three 
Strategies to &pard the Middle 
Class 

Young Adult Economics Series 

‘ Higher and Higher Education 

> Paycheck Paralysis 

- (jenerationDeht 

* TheHighOcistcifPiitirgaRcxifOwr 
Icburl^ad 

« ArdBehyMakesBroke 
Policy Briefing Book 


FULPILUNG AMEIilCA'S PROMISE: 
Ideas to Expand Opportonityard 
Revitalise OurDerrccracy 

Books 


STRAPPED; Why Arrerca’s20- and 30- 
SomethlngsCant Get Ahead (pouhledaqr 
2006), By TknaraDraut 

Inequality Matters: The Growing Bcorumic 
Ditiii InArnericaandltsPoisorDus Conse- 
qiHnces (New Press 200^ Edited By James 
Laidner & David A. Smith 


Borrowingto Maice ends Meet 
Series 


Updated for 2007 

V Eorrcwirg to Make Ends Meet: 
The Growth of Credit CardDeht 
in the '^90s 

- CostlyCredit: Afrkan Ameri- 
cans and Latinos in Debt 

•> A Ffcose ofCards: Refinarcirg 
the American Dream 

Retiring in the Red The Growth 
of Debt Among Older Airerbans 

♦ GerieraticmBroke: The Grcwthof 
Debt Among Icbun^r Americans 

* Ho^nre Lnsecuriy; How Wide- 
spread Appraisal Fraud P uts Ho- 
meowners At Risk 

New in 201:7 

• Eorrcwirg to Stay Healthy ?dow 
Credit Card Debt Is Rekted to 
Medical fepenses 

4 TJfricovering America’s Middle 
Class Whot In, Who's Out and 
Who^s Barely Holding On 

- Whs Pa'^ The Winners andLos- 
eis of Credit Card Deregaktion 

■* In the Red or In the Bbck? Un- 
derstanding the Relatbrehip 
between LtniseholdDebt and As- 
sets 

Contact 


Visit wwwdercos.org to sign up for our 
monthly Around the Kitchen Thble e- news- 
journal and download research reports, 
analysis and corcureritary from the Economic 
Opport unity Program 

Tamara Ctaut, Cdrector 
Economic Opporturiity Progiam 
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Related Resources from The Access Project 


REPORTS 

Banl=:rapicyi£ th« Tip of % Medical Debt 
Iceberg (Febrairy 2006) 

By Bch Ssfe?" tAnd Marfi: /SuVifl-wa 

This article from aHealtKAf^iE v,reb eac- 
ckisA^ iraintains that due to tbe iiLcreasiitg 
probkmof iirdermsurarce, sirfipl/ count- 
ing the noniber of people who lack health 
insurance is ro longer a sufficient rrarterfor 
Dnonitoring improt^ments in bealthaccess. 

Losing Ground: Ere ding He dth Insurance 
Coverage Leaves Kansas Farmers with 
MedicalDebt (August 2006) 

By Vl'liUam Lftte.n’, 

Bifhn 

This report introduces data collectedin col- 
laboratbnuriththe Kansas FarrrersUhioa 
It docuirerits hour ^m Emilies with health 
insurance axe vulrexabk to rredioaltkbt due 
to ircreasedcost-sterirg. 

Elaying by the Rules but Losing: How Medi- 
calDebt Threat ens Kansans’ Healthcare 
Access andFinancIal Security ([ anuaiy 
2iX6) 

ByCatvlPty^ra/idJ^t-^Ptviixf 

L^ingiikta from a surtey of oter I/XiOpeopk 
at four Community P^ahhCentersacross 
Kansasj this report reveals that medical debt 
is a growing problemthro ^gho ut the state> 
and belies the myth that health insurance 
abv ays provides ai^qiate financial protection 
from debt. 

Home Sid : How M e dical D ebt Undermines 
Housing Security (November 2005) 

By S/fbo-t Si^irt 

Based on a survey of 1,700 low- and moderate- 
income taxpayers in seven cities, this re port 
reveals that medical debt can contribute to 
ho using problems and other financial woes for 
both the insured and uninsured. 


The Cons equences of Me dical D ebt : Evi- 
dence from Three Comiminities (February 
200^) 

By Tht Aoc&ss Pfv^et 

This report documents the personal effects 
of medical debt, bothflnanc hi and health 
access, duoughinteivJews with individuals in 
IlLiniois, Florid^ and Virginia. 

Paying forHealth Care When You’re Unin- 
sured: How Much Support Does the Safety 
Net Offer? (January 2002) 

By The Access Prefect 

Based on a survey of almost 7000 uninsured 
people in lgstates,this report finds that 
uninsured patients &:e great diffic ulties in 
paying for care even at safety-net health care 
insUtutions. 

Services 

Doyouhave unaffordable me dical bills? 
H^dicace expenses can be a source offLnarc' 
cal stass and anxiety, but thea are steps that 
^ucantahe to deal with them. 

TheAccessProjectwantstc help you! We 
provide free customized coaching sessions 
to people who h»« medical debt to help 
themraegotialiewith Insurance companies, 
hospitals, andother health care providers for 
feereductbns, affbnkbk payrrent plans, and 
^irertreatment. 

Coni act: Andrew Cohen, Community Re- 
search Coordinaton MedicalBill Negotiation 
Program 

Enx^- ace>ken^acces^n>/ec(.org Phone- ^7- 
&4-99iict23i 
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Perspective; Bankruptcy 


Perspective 

Bankruptcy Is The Tip Of A Medloal-Oebt 
Iceberg 

Tracking the number of uninsured Americans is on!y part of the story: 
How many insured Americans incur medica! debt that deters them 
from seeking care? 


by Robert W. Seifert and Mark Rukavlna 

ABSTRACT: Medical bankruptcy, whatever its actual frequency, is an extreme example of a 
much broader phenomenon. Medical debt is surprisingly common, affecting about twenty- 
nine million noneideriy aduit Americans, with and without health insurance. The presence 
of medicai debt, even for the insured, appears to create health care access barriers akin to 
those faced by the uninsured. Policymakers, researchers, and medicai providers should 
consider medicai debt a risk factor for reduced health access and poorer health status. 
Simply reducing the number of uninsured Americans would be a hollow policy victory if the 
problems arising from medical debt persist. [Health Affairs 25 (2006): w89-w92 (pub- 
lished online 28 February 2006; 10.1377/hithaff.25.w89)] 


D avid dranove and Michael 
Millenson agree wirh David 
Kimmelstciii and his colleagues on 
one esscnrial point; that illness and bank- 
rnprcy arc a ‘'genuine human tragedy.”- They 
differ on the degree to winch the rinancial 
burden of illness conrribures to bankruptcy 
and , therefore, on policy remedies to alleviate 
the problem. Theii* debate also illuminates an 
intersecnon between personal finances and 
the health care system that has much broader 
unpheations. Our contention is that perva- 
sive medical debt hinders access to health 
care for millions of Ameiicans and should be 
considered a risk factor, akin to lacking 
health insurance, when one is designing poln 
cies CO improve access. 

Bankruptcy is the extreme example of fi- 
nancial oa’erexcension, as medical hankrapccy 


is at the extreme end of the spectrum of medi- 
cal debt. Whatever the level of medical bank- 
ruptcy, the actual problem is much greater 
because medical debt, as is becoming increas- 
ingly apparent, is pervasive and damaging not 
only to ]Der5onal finances but to health care ac- 
cess as well. 

VVMe health care is an important pair of 
the U.S. economy and a vital service, access to 
careis bynomeaiisuniversai. Formany Ameri- 
cans, health insurance coverage is elusive, 
making it difficuit to access health care ser- 
vices. Between 2000 and 2004, the numiver of 
Americans without health insuraU'Ce increased 
by six million, reaching 45.8 million in 2004.- 

Given health care cost trends, it is hkely 
chat the ranks of the uninsured will continue 
CO grow. Health insurance premiums increased 
73 percent between 2000 and 2005, while 
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v\'orkers’ ^vages increased 15 percent and the 
general rate of inflation vvas approximately 14 
percent.' For Americans vvith health insur-' 
ance, the vast majority have employment-' 
based coverage, although the proportion of 
workers receiving coverage through their em-- 
ployinent is falling. Approximately 60 percent 
of Americans received coverage through the 
workplace in 2004, a decrease from 64 percent 
in 2000d 

The average worker with employment' 
based coverage paid preink 
unis of $2,713 forfamily cover- 
age in 2005, an increase of 
$1,094 since 2000. As prcnii- 
unis are rising, employees face 
additional cost burdens ironi 
deductibles and copaymenrs 
for hospitalization, office vis- 
its, and prescription drugs.- 

Health insurance premi- 
ums and out -of-pocket costs capture on ly part 
or the true cost of health care for many IIS. 
.famihes, however. The full financial burden of 
health care must also take into account medi- 
cal debt or money owed for medical products 
or services. 

S MedIcaS debt adds to the financiaS 
burden of premiums and cost sharing. 

Medical debt is surprisingly common. A recent 
national survey found that one out of six 
nonelderly adults — alx)ut twenty-nine million 
people — had recent or accrued medical debt.'' 
The risk of medical debt is greater for people 
without health insurance, but even those who 
are insured are not immune; 15 percent of 
those who had insurance for all of the past 
twelve monliis reported having medical debt, 
and 70 percent of all those ’with debt said that 
they were insured at the time the debt vvas hi' 
cuiTcd ~ Many of these people could be charac- 
terized as “underinsured''— nominally covered 
bur inadequarely protected.*^ 

Another national survey found more than 
fifty -eight million U.S. adults ar high risk of in- 
curring medical bills they might not be able to 
afford.^ This figure included more than forty 
million adults wlio were uninsured lor all or 
paiT of the previous year and 17.6 mi I lion adults 


with private insurance reporting substantial 
problems paying their medical bills. 

The Access Project has done community-' 
based research around the country; its find- 
ings are similar to these national survey data. A 
2000 study conducted in twenty-four commu- 
nities found that almost half of the nearly 7,000 
uninsured respondents had unpaid bills or 
were in debt to a particular safety-net facility 
in their cominunily-''" The Access Project’s 
2005 study of low-- income taxpayers in seven 
communities again found that 
46 percent had medical debr.^- 
Thc problem of medical 
debt also plagues middle- 
income Americans. FuUy lialf 
of those w-ith private insur- 
ance and medical debt had 
household incomes of more 
than $40,000; among this 
group, one -third vvere col lege 
graduates or had postgrad'jate educations.'^ 

S Medical debt is a barrier to access. 
Anal)'ses of access to care often compare in- 
sured and uninsured groups; however, it ap- 
pears that the care-seeking behavior of pri- 
vately msured adults with medical debt is 
much more like that of uninsured people. On a 
number of standard access measures, respon- 
dents to a national survey reported that medi- 
cal debt, even among .insured people \Nith a 
“medical home," presents nearly as high a bar- 
rier to access as having no insurance at all.' - 
People with medical debt — both uninsured 
and those vvith private insurance — are much 
less likely than those ’without debt to fill a pre- 
scription, see a specialist when needed, or’sisit 
a doctor or clinic for a medical problem, and 
they are more likely to skip a needed test, 
treatment, or follow-up. In a recent study, 
just over one-quarter of those with medical 
debt said that they changed primaiy care doc- 
tors because oi die money rhey owed for care.'"' 
Among uninsured people vvho owed money to 
a safety-net provider, one-quarter said tliar 
they would be deterred from seeking care at 
that facility in the futurel^ 

Many of the reasons for forgoing needed 
care because of debt are self-imposed: pride. 


“The care-seeking 
behavior of privately 
Insured aduits with 
medical debt is like 
that of unmsured 
peopie.” 
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embarrassinenl;, or simply the reluctance to 
add CO one’s debt burden. Other reasons, 
though, arc imposed from outside. Providers, 
for ejcample, might require a deposit or tull 
payment in ad\'ance from patients who owe 
for past services. Some have policies to refuse 
services outright — sometimes to all family 
members — until past- due bills are paid.-’ And 
many liospiutls use aggressive, punitive debt 
collection practices, including outside collec- 
tion agencies cind lawsuits, chat might serve to 
deter patients from seeking 
fuithcr care if drey ai'c unable 
ro pay proniptly.^^ 

S Fmanciai conse- 
quences of medical debt. 

The consequences of medical 
debt ripple far beyond health 
care access. Medical debnm- 
dermines families’ economic 
security in various tvays. Of- 
ten, families exhaust savings 
trying topay off medical debt. 

One national survey found 
that 44 percent of those with 
medical debt used all or most of their savings 
to pay outstanding medical bills. Families also 
trade medical debt off for other types of debt. 
In the same survey, one in five medical debtors 
took on large credit card debt or a loan against 
their home to pay medical bills."’ These debts 
can also be contagious. About two in five peo- 
ple w'ith medical debt in an Access Project 
study in Kansas borrowed money from friends 
or family to pay their medical bills/’'’ 

People WTth medical debt are often subject 
to legiil judgments, wage garmshinent, attach- 
ment of assets including bank accounts, or 
liens on their homes, wliich can lead to foreclo- 
sure.-^ It is typical for people with medical 
debt to be contacted by collection agencies, 
experience employment problems, and Kave 
difficulties accessing loans or credit.-- ft is 
clear that even before it pushes some families 
to the crisis of bankruptcy, medical debt 
destabilizes the finances of a sizable number of 
Americans and thus creates strong incentives 
not to seek needed medical care. 


M Implications and recommendations. 

The annual estimate of uninsured Americans 
has long been seen as a .reliable proxy for the 
state oi health care access. This simple mea- 
sure would allow us to claim victory when 
(and if) new' policies succeed in reducing the 
number of uninsured xAmericans. That victory 
will be a meaningless one, however, if wt dis- 
regard the access barriers laced by the under- 
insured and those with medical debt. 

Recent research .findings cry out for new' 
measures to assess how w'ell 
our country is addressing rhe 
health care access issue. It is 
now documented that medi- 
cal debt resulting from being 
uninsured or having inade- 
quate insurance reduces ac- 
cess to care and undermines 
rhe financial security of 
American families. Thus, this 
debt is, in itself, a risk factor 
for reduced access and poorer 
health status. 

Poheymakers, researchers, 
and medical providers should all be encour- 
aged to focus attention on this risk factor. Fi- 
nancial protection must be a tenet of health in- 
surance. Insurance products that require 
patients to pay more and more of the cost of 
their care through higher deductibles and 
copayments must take into account the iii- 
cora.e of patients in setting cost-sharing lim- 
its. Reepinng additional costs to be borne by 
the patien.t Nvill likely have a detrimental effect 
on access, parLicularly for those with clironic 
illnesses, although low-wage workers and 
even middle- mcome families may be at risk as 
well. 

To truly improve health care access for 
Americans, it is time to evyand our policy vo- 
cabulary beyond lusurance coverage and begin 
ro examine rhe adequacy of rhar coverage in 
ensuring health access and improving health 
status and financial securiry. 


'‘It is clear that even 
before it pushes 
some families to the 
crisis of bankruptcy, 
medical debt 
destabilizes the 
finances of a sizable 
number of 
Americans.” 
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Executive Summary 


A <c«m 10 hMlih cwt dtpondi 10 j groat dtgroo on tht abiiy lo pay fot it. oitfwr wKh 

irnuranco et out ol OAO^ owm pocM Ew»A wrhtn uniriMirtd ptopio or ihOM «Mih inadoqualf 
murarKO aro abit to 9H care, ihay usuiiy recelv* a Ml for can tubta^ o enOy wroak 

havoc in the form of McoMlve debt, damaged credit and other ftnandal imsloitune. Thh report la 
about hovi meiPcai debt affecn one important atpect of peopled Ivewtheir housing •duatlon 

Mb ueveyed neady 1 .700 low and moderate Income peofde m seven locabom * wtw were filing 
Income lai returm ft> Voiunieer income Tat Aasbunce (VHAJ titea. Many were ehgible to claim the fed- 
eral earned income Tax Credit Nearly hdf of these respondents reported having medkai debt 

Kty Findings 

Th* survey shows importani conrscctlons 
between nsedkal debt arsd significant bnancfal 
hardships- 

Houung problerm were common 
More than one-quarter of respondersts weth 
debt said housing problems resulied from ihe 
debt Problemi inefuded 
• the iiMbOiry to qvaOfy for a mortgage 
•ItwIluMIlytonuktranlornmnvtg* 

payments Our survey found that most people did not 

• being turned down from renting a home linow whether chelr medical debt was on their 
• being forced to move to less expensive credit reportv but of chose who did know, 

housing three M Ave satd M had dansaged their credit 

Damagad credit affects people's abMty to 

In adddion. some people said they have been secure a mortgage or to rent an apartment It 
evicted or were now homeless because of may also be a barrier to employment and auto 

medical debt or heme insurance, and has other repercus- 

stom as well The effects of damaged credit 

These IWirhngs establish medicaf debt as a liisger a delirsquent account can rerrsain on a 

barrier TO important elements of economic credd report for seven years. 

advancement namely asset developmerd and 

housing sacurtty. Respondersts in all racial ar>d 

elhfsic cjtcgortes. as wei as ad irtcome catego- 

ises capti^ed in the survey, were substantlady 

affected 



•V 







rv iviitn ct of Housing Probi«m> 



ftMpCAdtntf wh04* Mwt app«4*«d 

on ifteir creiM reports vrore twice m MMtjr to 
oi^MfiOAce Kouting ptobiomt m thoi# wboso 
credit reports iM not mdude mcdkd debt 
Respondents erttfi metRcal dtbi wtie are not 
iret aware ot their crcsM status are Mcetir to find 
their credR hurt— an unwelcome surprtte when 
tryiisg to buy a home or eccess other credil 

One out of six respondents 
with medical debts less than 
$S00 said that the debt had 
harmed their credit 

Uidhe many other types of debt, medical debt 
usuatty cart only harm a credil rating, not help 
ILWhen medical providers end Che* codKtIon 
agents report debt to credit bureaus they typi* 
caRy only do so when payments here not been 
made, this negative-only peatment of medical 
debt ti an the more megurtabM because M h 
orse of the few types of debt that are Irwoi* 
untanfy acquired. Thus thH ‘accidental debt.* 
even tf retattvely small. essentuRy acts as a 
Pdness tai— on top of the bSs the m selves 
and poisdile lost employmeni income— by 
damaging credit 

R*ia(ivi>iii imali debts had far reechirsg •rfecii 
One out of sia respondents with medKal debts 
leu than SSOO said that the debt had harmed 
their credit Twelve percent of resporsdenls 
with this level of debt reported having houS' 
Ifsg problenti. 


The flnanclaJ pressure that these housirsg artd 
economic disadvantages create seems out of 
proportion to the modest level of debt that 
brings them on. Adding to this pressure H 
the additsonjf firsdirsg that housirsg probirms 
become more likely as medkaf debt Rngers 

ISaaHh insurarKe did not prowde thorough 
protetton 

The resporsdents with medkal debt *i our sur- 
vey more often than rtol had health InsurarKe 
at the lime the debt was mciared Orse out of 
Rve resporsdenls vdio had health inswatKe 
sasd theb medical debt had led to housing 
proble m s Though the lack of health irssuraiKe 
put people at great risk for medical debt and 
Its consequences, chose swth insurarKe swere 
by no nseans immune People swth Insurence. 
parocUarty those who can be considered 
*undertnsured.* are responsMe for increas- 
ing shares of the health care costs, through 
deduchbfes and copayments, or through out- 
rtght payment for uncotmred services. That 
heafth iisstaarxe seems not to have served its 
fursdament jl ptapose for many survey respon- 
dents warrants further attention m the public 
pobey arena 
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Past Research 

nut Ure* «tirv«y p1 lew and mod«««t« eKomc wofktng ««* aduNs vermet a ceMral ftnding of 

a nianbof of ftcem ttudwi by th» Commonwoaith Fundtha Kaisot Fanuty Foundation, ThtAccots 
Pto^ct and othon modkal dfb« it a cowwwon pbonomonon A v«<of y of nactOAOl i urvoyt found 
tl9fWfkanl lovvb of modkal debt Mpocuby among low OKoma paopW. those undar OS yaars old 
and those wdhout health meurance Ithough a majodcy of adtdis wdh medical debt ptoWa m s ware 
Niaured at the bme the debt was tneurrad) Cflacts of the debts mdudad Nmtted access to heabh 
care mabdity to accunHdaaa savings and purchase basic necesseies, coSaction actions such as wage 
gamHhment and home ham parsonal bankniptcy and. In the eMrama. mcarcarabon 

Conwmaiity-based rese atch that Tha Accass Pro^l and others have done had compar^ifa findings, 
Ineiploftng the extent and consequences of medical debt, the Access Project and Ms local partners 
heard recurring anecdotes about nsadkal debt acting as a barrier to home ownership. The desire to 
irwesttgate this quastton mora thoroughly gava rHe to this study 


Archs for Policy R«<ommtnditions 

Medical Provldfrs 

Medkjf prondars can conbdiula to solving 
tha problam by reduemg tha amount of medi- 
cal dabt they creata and changing pracbcai 
tha alfacts of which cjKada into additional 
financial dtffkultias. ActiorH might mchida 
mstuuting reasonabla bNimg and collection 
practices and adequately screening patients 
for ahgibdity fn puWK insurance programs In 
addition, other types of provtdars (such as doc* 
tors' offices, medical labs, ambulance services) 
have not been held to account on this Issue to 
the same extant as hospitals Further Krutiny 
and standards regarding provtdars’ rataClon- 
ships vMih cellactton agents, lenders, and 
ctadit bureaus would bring focm to additional 
policy sohittorn 

insuirM 

Thai people with health inM«ance are affected 
by medical dabt and Rs consequences abnott 


UMUhood Of 0 Moutmg Problom tf 



to tha same degree tt those without cads Into 
quastson tha adequacy of soma Insurance In 
fuifWing tts primary purpose protectsng the 
irtsured from ftruncial catastrophe Standards 
for adequate coverage, including cost sharing 
obligations that are proporttonale to famdy 
incomes, might be erplored. as wel as pro* 
grams to provide benefits to tha communMtas 
in Mhich msurars operate 
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rMMrcti (ft Ao lo undtrstand 

111* rdjtrv* mAmvkm ot vanoin shortcom' 
tn^f Nt hMlih ifMMrMC«->«KM»lv»ty high 
d«ductlbl«. brtsks In covwa^c. ur»cov»r«d 
««fvlc«t->on m«^ji d«b< and rtuilOng p«o 6 - 
tfm.KnowWdgt of this tort will help podey 
nudan dattfmin# how tiandardt fo* adoduatv 
cowrago cooW b« Ml m that iha purposo of 
hoallh msuranco at ftnanctal procoetton fntghi 
tw rttlofod and mainfainod 

London and Alflliatod Ogam/atkim 
London mtght roatonatoly bo atkod to dovotop 
OKpAcIt policict for Mprogattng modkal <M>«t 
m considoring an appUcarrTt ottgibdlty for 
uodlL but tfilt pmumot that modkai dobt b 
roadlly IdonllAablo at such on a crodi roport. 
Civtn tho atypkal naturo of modkai dobt and 
tho commonly oxpretsod pobey to Iroat It 
ddforontfy. ona might quottion tho nood for 
haalih cart providm to roport thoto dobit to 
crtdlt buroaut al all Lortdort, cradnorvaodlt 
buroaut arut rogUaiort thouM comidor wayt 
to provoni modical dobt bom ovor tamhhlrtg a 
crodit rocord. liKludirtg ndot to proMbd mod^ 
cal providon and thatr agorkt from loponmg 
modical dobi lo crodH aponclov 

If there is a more vulnerable 
circumstance for a person 
to be in than being ill, it is 
probably to be ill and in debt 


Conclusion 

If thoro it a moro vulnorabit ctrciamlanco lor a 
porton to bo In than boing 01. i b probably to 
bo Ml artd m dobt Thb roport hat thowrt that 
tuch vulnorabdity b not raro antong our tutvty 
rttpondtnit. To compound thb. modical dobt 
ofton rttulis in houUng artd aodit problomt. 
which in turn moy bring about furihtr crip- 
pling llnancial ddhculDot 

Ropairif^ tho haabh caro tytltm-><ontral- 
ling cottt. improving quabty, tmimng acettt 
af>d odmirtaUng dbparibos— b a chabongo of 
national Kopt that hoi to dale, boon mad- 
dofbngly ohitivt- SmaNor victortot aro achiov- 
able, howovor One place le loob b eb mm aung 
tho flrunclal ponalty unpoMd on poopio for 
getting Pel. Remedies— on the port of poficy 
maktrv medicol providm in>uren and lend- 
■rware at hand Al that H needed b acOon. 
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I Introduction 


II A CM 9 M hMhti rt they reely f>eed H.* ThH H e typKel renieme to the tee^ 

AA Ity of growMg numbers o4 unemired «f>d WsedeqtMCefy toMired peopte m the Untied 
/ \ States f Americant belteve chat a safety net of emergency rocme. free dMcs and ocher 
facHMet are aveiable to provide care to those wtthout the meam to pay for It so that no one need 
go enPrefy sMchool health care servtces 

this bettef t$ false. A large body of evidence has estabbshed that access to health care depends to 
a great degree on the ability to pay for K. eliher vrtth Insurance or out of one's own pocket- Thh 
research has brought to light arsother conseguertce of this situation, even when people are able to 
get care, they uiuiiy receive a bill for it vrhich can wreak subsequent havoc on their flnerKes ar>d 
ecceu to health care- Those blHs, arul thetr effects on people's kves. are the s ubfacts of dus report 


The Acceu defect has been eiplortng the 
Issue of medkal debt for several yearv since 
the Issue emerged through some of Its com* 
muruty-based research as a signllkant but 
retattvsly uruemarked barrier to health care ' 
further examination exposed signrfkant flnan- 
cul consequences of the debt ai we II < Ai the 
same ttme. community orgaruiations across 
the country are engaged in these rssues at the 
local aisd regional levah through their health 
care advocacy, economic improvement and 
commundy orgamalng actnetics The Access 
Profect has joined forces with a number of 
these groups— ACOAN chapters in Bridgeport. 
CT. Providence. Rf. Atlanta. CA and Phoenix. AZ: 
The United Way of Palm Beach County. FL ISCD 
Ventures in Oes Momes, the Community 
Action Project of TuK^OICand the Center for 
Health Uw Studies at the St. louis University 
School of Law. MO — to produce this report, 
which H b as ed on surveys conduaed m eight 
communities 


Even relatively snwll 
antounts of debt — $S00 or 
less — created housing 
problems for substantial 
numbers of people 

Findtrsgs from Che survey corroborate earftcr 
research on the scope and affects of medkal 
debt 

Nearly half of the 1j692 survey respondenb 
said they had medical debt and debt was 
reported to a roughly eqwvelent extent 
among aff ethnic categories and aH Income 
ranges captured in the survey The surveys also 
reveal a prevtowty unexplored comeguerKe 
Of medkal debt-Hhat fl affects lovHnceme 
lamibes' efforts to own, reik. or maintain their 
homes 


•S* 
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Omi k«y Mn^t 

• Mor* ttwij i|ujrt tr of mfmndcrta wtth 

MM Mid thM ifie d«bl r«Milt«d 4n 
houttn^ ptoblii m Midi m tho irMbkty to 
9 MMy for » mortgoflc to mtkt mono«o« 
or root paymonti, or to mcimo or fnamuki a 
homo 

• fWtpondantt vdMM madkal dofan appaarad 

OA ifwlr crad« raporti wart twtca aft HMy 

aipartonca houtaig probtarro as Chofta whofta 
(rtdn rapom dW r>ot tAduda rncdkal dabts 

• Caan rabttvily wnal amouiMs of dabC^SSOO 
or las* — aaatad houstrig problarm for ftub- 
starMld nurrban of paopla. 


• Hadrig Naltb trowraiKa did Aoc Mffnctaruly 
protect minjr famAM bom aflher medical 
debt or die reftsdnng cradR and liorAing prob- 
lem 

• Ma dt cal debt it *a«ldemal dibT that cro- 
ates a caatada of contaquencas that ufttmate- 
ly HifW iha abdRy of famOat ooh moderate 
mcornetto havaaMcurapUcatoIrvo. 

The Int tectlon of the report detcrtbe* past 
rataardi on madicaf date and in comaguarKat 
Succeeding secOoru dcscHba Iha survey, the 
survey findings, impUcaboTH of thote AndMigv. 
and suggested areas for pohey changeft Chat 
could miOgate houting problems rafatad to 
medical debt 


KRMfML ACCOUNT 

Tlw prk* o( bid hiclcchronk Hliwu kwlt la Job low, dabt ovlction 


Laura ti a ihirty-ihifa year old woman odh diabatat and a smgla mother of two chddran. agaft five 
andihirteen In IWbwMetvtng In Colorado, Laura had to be hoapWalUed due to a didretet-refafted 
health crliH She was unable to work at thb tima and subsague n dy kxt her ^ Cruahad by ongoing 
health care expenses md a baCUood of debt most of aMKh was dbeedy or Indkacdy related to her 
diabattft care, the fled tor bardmjptcy later that year Laura want back to work m Oacambar 2001, but 
in 2003 she became very sick once again, M behind w\ her Ml payments, and accrued thousands of 
dofiantndabt Urvabla to keep up wfib her lani. Laura and her two chfidian wave awetad bom tfwo 
apartment m November 2003 

Laura and her chMran rrtovad to Iowa in 2004 to be nearer to fanely 9w found a new )ob chat pro* 
ddet heahh msurmofL and her chd d ran racolvad health covwaga through Iowa’s stalo haalih insur- 
ance program, hawk-i Despite haakh coverage and carrengs of S3ILOOO par yeat the famMt^s housing 
situation b Mil lamaMa Latoat affom to pay down $2(1000 of dabt~$$.000 of wMch it owed dbact- 
ly for medical cig>ans<s->her ongotng health issua% and the costs of chdd cate mike paying the $700 
par month rant tor her jffordabla housing urai a constant chaMtngt 
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What We Knew: 

• Past Research on Medical Debt 


d«6< H moAty for m«dtC4l Mrvk»t or products uictt m KoipMol or phfti- 
don's cort. proscrtption drops ond ombulorKO servos, tl moy bo n>or>oy owrod dioocCty 
10 fho provtdtr o4 ttio Modco. to on oponi of ih* provtdor. or to onotfior sourco (wd) os 
o atdn cord or othor tender) tbol moy hove boon used to poy o bill. The debt rtsolf moy roprosont 
on onttro bUI or |ust tbo portion tor which on individuol Is rosponsdilo. such os o copoymont or 
doductibte for o sorvko thot is covered by insuroncc. Wbot Is common obout modKol debt is thot it 
H usujfly irtvoluntonly ocQWrod in pursuit of o sorvico on which o person's well being lorsd some* 
times bfe) depends, ri is uswolly not plonned for. ond M H wodespreod ocross the popUotton of the 
United Sutes 


Although uninsured people 
are the most obvious 
victims of medical debt, 
people with health insurance 
are also at risk 

This sectSon of the report sets Che context for 
the new mtormottorv ponkulorty concerning 
houMng conseguencts of medicoi debt which 
we hove discovered from our survey 

hrevrtonco of Medkol Debt 
Numerous studies tune confirmed thot o 
Urge portion of the popdUiion of the United 
Mole eipcnerKts medkol debt These stud- 
ies looked ot the Issue both notsonoby ond 
locoUy.ondiht findings oro corssisteni. The 
Commorvweohh fund's 200) Bienniol Heolih 
tnouronce Survey reported thot rsotionolly. 
obout 0 third {32to> of oduNs tmdor oge 6S 
hod 0 medkol bM problem lunobte to poy o 
bil. coniocted by o coltectson ogeiKy obout o 
rrscdicol lAor Kod to cKonge woy of We sig- 
ndkontfy to poy modkol bibs) in the post 12 


months, ond thot or>c in six <l6to) hod recent 
or ocaved nsedicol debt. Over A two in frvt 
(41%) norv-elderiy odidtt hod recent medicol 
bib probtems or accrued medicol debt 

The number grows to three In ftoe fM%> tor 
people who were uninsured ot orry time dwing 
the post yeor • Another recent survey found 
thot one Amehcon In fivt Q t%} hod o medicol 
bib currently overdue * Other noiionol surveys, 
white not OS deloited on the motter of medicoi 
debt tosmd similor nuntoers of people report > 
Ing difficulty paying medkol bibs^* 

At the commimity tevct Access bro^t 
research has found o comporobto trrei of med- 
kol debt, to 0 survey of urunswed people In 24 
communittes. 60 percent of respondents sold 
they needed help paying thek ntedkol bdK. 
ond noorfy half |46to) reported having unpaid 
bibs or being to debt to the foefUty where 
they received core.* Another study fourtd that 
neorfy 40 percent of households s eek i ng aedit 
courtsekng services ot on ogeiKy to Hondo 
reported that o medical event contributed to 
then debt probloms.* 


7 * 
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Ctww«cl«f Itftn of w^h W#dtc^ CMit 
Th« «rtd«)pr«Mt tncW«fK« of mtdicol d<bf 
mikoi It umi»pfHtng thM. whi> moro yuf- 
fMf «bi« «r« moro KMy to 
modlcal (Mm. aH tcononttc and (Mno 9 raphlc 
group* aro afiKiad. For t xamplo. wMIt (VMrIy 
half (44%| of adufts w«h Mcomn up to tiMco 
tho tcdoral povorty lovo)*« had modkal bill or 
d«tM prob l ar w , aimoM a third (29%) of adult* 
with hrghar inco(Tio* alM roportad *uch prob- 
tarn*. About half ($2%) of African Amarlcan* 
and a third (34%) of Lannot had dHM prob- 
laim. but le (ftd naarly a thod (28%) of WhMai 
Mora than tvro In bva (43%) adult* M poorar 
haalth had bdl and datrt problam*. but almo*t 
a guartar (2 J%) of tha haalihia«t paopla dkt 
a* wall. And a* inant*or*ad aarftac. thraa-fifth* 
of paopla «4ie had baan without haalth imi«- 
an<a at any hma M lha past yaar madi* 
cal bin ar*d dabt problafm. but a »ub»tani»al 
parcantaga of paopla who wara <onilnuou*fy 
Maurad OS%) did loo.'i 

Although uninsured paopla are tha mo»t 
obvious vtcOrns of madlcal debt paopla 
with haahh insuranca are also at risk Tha 
Commonwaalth Fund study found that a 
rnaforiiy <*2%) of rson-aldarty adult* wtth 
madlcal btf or debt problems wera miured 
at tha oma tha bM was mcurrad ’'That And- 
mg cads attanbof* to the growirtg problem of 
haalth msuranca that doa* net fulM Ms caniral 
purposr. to shclier tha Msurad person horn 
aocetslve financial rt«k 
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Hw ifKrMsmg promM«f>c* of pl«m ifi«< 
roqior* 9 r««c«f conCrfbuttom from IndMduaH 
Ittfowgh Mghtf (MuctlbtM and cofwymanit 
moam that more tnMirtd ptopla-^parttcularfy 
ttioM al tha kMwor and of tNa tneoma 
spoclruvn — wM fact ftnanctal Inodam that do 
not dlflaf groatfy from ifiota faong cho uMn- 
swad 

A iMtm »hid|r comarvatlvafy atllmatad iKal 
ttiara wara about 16 mtlfeon *undarinMirad* 
adults In MdJ.ln addition to tha 45 mlAlon 
unmturad Tha accau, cara, and financial axpa- 
rtancat of tha tmdanmutad «aara mora simAat 
to thoM of tha umnsurad than to thosa «Mih 
adaouaia imuranca <o«a«a 9 a.**Tha mada- 
quacy of Imuranca covoraga Is anothar thama 
of this study, as nH ba dheussad latat in this 
rafiort 

f fTarU of M«dit ai Oabt 

Paofila with madicai dabt aipananca afVacts in 
tarms of both thatr accass to haatth cara and 
Ifiair financial wall-bainQ Nabonaiy. paofila 
wffh ma^al dabt ara much mora lAaiy than 
Ihosa without to skip a madreal Iraatmant or 
fodow-up, and kss iftaty to fUl a prascrtptlon. 
saa a spaclailst whan naadad. or saa a doctor 
whan havtnq a madical problam ^ Thraa out 
of hva (60kii) paopla whosa madKal dabt con- 
tftbulad to thaw naad to Ala bankruptcy want 
wtihout a naadad doctor or danilst vHIL and 
half failad to M a prascrtptlon.^ 

Past communaiy rasaarch that Tha Accass 
Profact has dona with local partnars sup- 
ports thasa Arsdlrtgs In a swvay of uninsurad 


paopla m 74 communittas. rsaarly ona-ou^rtar 
of paopla with unpaid bits said tha debts 
would datar iham from saaking cara at tha 
sama fadlny m tha futura.* In a study of 
paopla with madicai dabt In two comoumltlas 
In Massachusatts, about Ihraa-quartan (7)%) 
of raspondants who dalayad gatting cara 
batausa of dabt said A was bacausa lhay wart 
uncomfortabla about tha biHt. 30 parcord said 
lhay wara askad lo pay up fronL and t4 par- 
cant said thay wara dantad cara aitopathar 

Tha pamut of hnancsal affacts of madicai dabt 
nms bom nuisanca to niphtmara. ft H typical 
lor a parson oaring monay for madicai bills lo 
haar fromacoliactlonagancy.21 parcara ofoff 
rton-aWarly adults In tha Cortmtomaaijflh 
Fund suroty had baan contactod by collacttoh 
apants about madicai bAs In tha past yaar.w 
Soma dabt counsalors comidar nnadical pro- 
vidars to ba among tha most aggrasswa col- 
lactors «* MadKal dabt also HiMblts paopla 's 
ability to accumulata savings arsd to puidma 
basic nacassitSas (food. haaL rant, lalaphorta 
sarvsea] * ktoraovar. tha consapuancat of 
madicai dabt somaCimas extarKl avan furthar 
Paopla who ow* madKal bdh ^an And iharrs- 
lafvas in court artd subsaquantfy lubfact lo 
lagal judpmants that ra^ght tnduda wapa gar- 
nishmant artd Itam on thair homas. somactmas 
loading to forodosuro bi soma casas. fadura 
to comply «wih court ordarad rapaymani plans 
hava actualy landad madKal dabtors in |id » 
And madicai aspaissas or lost incoma dua to 
lArtass or bifury ara factors in about half of 
an parsorsal bankruptcioSk about two minon 
paopla par yaar r> 


•P- 



lApCivdton !•* Thn 

In •iplorm 9 Ih* «Kl«n( and conaquanca* of 
fnodKjrf (Mm with tn locol partnon around iKa 
ceuntiy. Accou Piro|oct staff haw fro(|u*rv(l)r 
hoard aiieul thasa consa<|u#ncas of madkal 
(Mm. Anothar consaqucrKa wm also cons- 
nsonijf raUcad that madKaldabi was abac- 
fSar to homo (nwnarshtp ba<a(rsa It pravtniad 
paopla from qualtfjisng for mottqagas. If this b. 
m fact a common pharsomanon. and If madical 
(Mm codtnbulas to othar housing drflkuHsas 


a» «Ml It prasants a sadous chaAanga boch to 
paopla who woct hard (o provida for thatr fam* 
Ibas and kwprow thatr aconomtc stan(Arsp*> 
homa ownarship h a mapK angina of waahh 
accumidallon fbr maddla class Camillas — arNf 
to pobcy makars who want to strangthan com* 
rnumtlas by promoting such bahavlor Tha 
ramaindar of ItiH raport axploras how madKal 
dabt mlluafKas famdlas' hotning and ovarall 
aconomsc siabAity. 


PERSONAL ACCOUNT 

MotMcal bins buUd barrior lo homa'buyihg 


Cynthia and ftonnta ara a marriad coupla wnh four chddran bdrsg m Palm 0aach County, Florida 
Cynthia has wodtad for lha Pahokaa Housing AulhorMy for 8 yaars and horwtia has wortad at tha 
City el BaOa Glada's sanaiadon dapartmani for a year and a hiM Togathar. than tamdy mcema ii 
fust undor S43.Q00 par ytar Cynthia and Poontawantad to bacomahomaownary. to thtyacctSMd 
thatr cradR raport through a Cracti Counsahng Sarvtcas offka. Thay wara surprtsad to loam that 
thay had accumUaiad owr $9,000 of marhcal (Mm dunng iha past bva yaars daspha hawing had 
trmiranca cowraga. Cynthia's dabi stams from co*paym(mts for lha hospital cara she racahrad 
whan har chdd was bom, and Ronnit's comas from tha costs of surgary that ha hoidarwant a faw 
yaars ago whda uisamployad and cowatad by MadKaid In both casas. thay behaved these costs 
wo(Ad be covered by thao raspacllva Insurance programs Paying down thair madiCJl dabt— as 
¥tad as a snut amount of other debt which they could probably compMa in a few nworsthi' tfma — 
wfl be diflktdt for their famPy, even wdh twvo working adidts Cynthia artd Ronnie's dream of buy- 
ing a homa wdl haw to wail untd ihcir cradll Is dear enough to secure a loan 


• 10 - 
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ui. Methods 


T ' '* surw)r% w«r» cof>duct«d in cigbC CMlti. Alljnl«.GA.O«Mo«n«.IA;Bnd9cportCT; 

RtoMita, AZ.*^ ProtAd^Ac*. Rl SI. LouHl MO: Tulu. OK. and Wnt Palm Baach, Fl Th« prtmaiy 
wnu o for conducting turvoyt nwt* Vokmtoor Income Tai A^tance (VITA) site* cither 
nm by or aisooMed iMth the local research partner parttopaiing In ihH proje c t- VITA programt 
olTer free (ax help to people whote mcomes vrere SM,OOOor Icm In MM They are generaly locat- 
ed al communMy arMt neighborhood cemert. librartet, tchooh. thoppirtg mailt and ocher corno- 
nicrrt locatioiti In >ome tmcancet (St. louh. Oes Molnoi Tidta and Mete Palm SeachX turveyt were 
dofteal more than orte VITA tMt InfourtAet (Attmta. Bridgeport Phoenii artd F tottdtnceXfleld 
orgartlxcrt lor ACOIM — the local retearch partner in chete locatlont— conducted tome turveyt by 
going doorCo-door tn the communCty lAB o4 the Atlanta turveyt wore coBected in IhH lashlonj The 
turveyt noi collected at VITA met have been eicclwded from the aggregate data reported here, and 
the arulytai olthe aggregate data that followi encompattet teven ol the eight dllei The section 
that repom tne-tpeedk flndingt tnehadet aN of the data 


The survey was cortducted between January 
and Aprd 200S using a wrmen goetcionnaire 
dmeioped by The Access Pro^t and the local 
partner organicallonv To mMmUe selection 
biav every person who registered lor lax assis- 
tance at a VTTA sNe diwing a timt the survey 
wat being cortducced was atked to participate, 
artd was assured both of cordidcnileltfy and 
that declirstng participacion would not affect 
the receipt of servtcet. The questtonnaPe was 
either administtred by a si^veyor who had 
been iramed on this speciftc instrument or 
was seif-administered by the respondent, wtth 
trairied surveyors nearby to supply needed 
danheations. information supplied for the 
siwvey was self-reported arid not verified with 
ocher sourcev The questionnairts were av»d- 
able an English and Spantth 

The MtA tettt were chosen as the mato venua 
for this survey because they provided a reli- 
able pool of low- and moderate-income wori- 
mg people who are espectady vubterabla to 
the hatards of medkal debt 


Many peopla who seek fax asststanca at 
VITA Met do SO M order to daim the Earned 
Income Tax Credit (tlTC) and raceive a refurMf 
wichoul iiHumng tha expense of a commer- 
cial tax prepartr.r' The credit to evalleble to 
people with breome from wages up to a cer- 
tain l evel abo u t SJS^OOO m tax year 70M lor 
famtbes with more chan one child, artd some- 
what less lor families with orve or no chddren 
The maumum credn in MM was S4.)00 for 
workers wtth two or more dtidren, $2<6M lor 
workers wNh orte chUdland $390 for workers 
not raising a child, the average CITC M 200) 
was $2,100 d the credit exceeds a family's tax 
liability, that excess b refunded to the family as 
a direct payment * 

A local of 2.1)0 surveys were completed Of 
that local. 1 A92 (79%) were completed at vnA 
sues and 444 <21%) were collected through 
door-loHloor canvassing 


• 11 * 
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rV. Survey Findings'' 


Owm^r jphK OuracMrnuo tewy ftnponclMin 
nivVTTA silt sjmpft ivts rtcuiy tmi tlhoKaKy 
divtnt Of fht M92 Mirvty rtspoAdtnis. about 
a third (14%) of tha sutvty rMpondtnia wtrt 
AlrKan-Amarlcan, >9 ptrcant wtrt Mihltt, 3 pw* 
cant wara Amartcjn Indian and 2 partani war* 
Aslan or Aaiari-Amarkan Foudaan |>ar<am 
tdantiAad thamsatvas at Hlspantc (of any raca). 
iuU undar ont'Aflh |l9%)of ratpondanis did 
not Idantify a raca or afhrsicltir 

Sixly-nina partani of lha tampla wara nol 
mamadl 3t parcant wart mamad Housaholdt 
had an avaraga of about 1 4 cNIdian. 2t par- 
cant had no Chilean. 28 parcant had ona. and 
45 parcant had two or mora A larga rnafomy 
(9I%| of raspondantt wara undar aga 85 

Bacausa many paopta uta tha VttA tllat to 
dalm ttia Eamad Incoma CradlL wa attumad 
that Mirvty raspondants would faM largaly 
•wthin tha HKoma ranga ahglbta for tha cradrt. 
ThH provad to ba tha cmo. 38 parcant of tha 
tampla had mcomat balow 515.000. 34 parcant 
batwaan 51 S.OOO and 525.000. and 20 parcant 
b atwaan 525.000 and 535.000. Only alghf par- 
cant of our umpla had incerrtat ovar 535.000. 
bayond tha ranga of allgdMlity for tha Ux crtdR. 

To datarmMa whathar our tampla was rap- 
ratantattva of a Urgar nabonal group of low- 
•ncoma famlilat. wa comparad tha damograph- 
let of our tampla wtth rtatlonal data on tax Mart 
who claim tha aarrtad incoma cradit. In ganaraL 
tha Incomat of our tampla wara ibghtly Mghar. 
lhara wat a soma what highar proportion of 
chMMtt famlliat (though a watt mafoniy— 73 
parcant— had chidranX and ratpondmts to 


our Mirway wara mora likaly to ba marrtad than 
(ha typical CfTC radplarH In thortour tampla 
H Ibghtly bartar off aconomkaby than tha flTC 
population ovar all. tuggcttirsg lha pottdXhty 
that tha umpla't axpanarK# wtth madkai dabi 
would undarttata tha axpanarsca of a typical 
Eire farnty <5aa TaMa t) 


nabi^^ tw M ya ^ktofSuiv^ ^i oondm^ 
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MedkjtDvbl 

Olth* in 

the Mmplt. neeily helf (44^) of M*rrey retporv- 
denis reported h oriog medtcal dMM (Fig U 
SftgMty more reipondentt wrtCh debt mM they 
h«d heiilh miorence chon not at the time they 
received die cere for trhkh they oive rnoney 
fig a. Mott of the people with debt (70%] 
onved hotpiteh ervd needy helf (44%) owed 
docforv SmeSer but tignHkont numbm owed 
many ocher type* of methcel providert (Fig I), 
(ven etrde horn hoftpHel bAi. 74 percent of wr> 
vey retpondenci with medkel debt owed ocher 
providert: 27 percent owed more then two 
types of providcrv 


net 

M«ny with MeOcal Debt 
Were inturad at Tena of Bdl 



OwnKrernhnofdeteon Though there were 
veriebom in medicet debt by race and ethni ci ty, 
the more important finding b that al racial and 
eChrWc categories were substantially affected. 
Among the respondents who iderilifkd their 
race or ethrskicy. Asiws Amerkaits {S3%L 
African Amerkam (S2%i and Hhpanics of any 
race (30%) were most ftkeiy to report having 
medical debt. The lowest in ciderKe of medical 
debt was among American Indiani but at 40 
percent the proportion was siM high n People 
el various income ieveh -at least in the range 
covered by the survey— were else sirretady 
affected between 43 and 40 percent of people 
In aN liscome classes— from befow Si S;000 to 
over SSS.000 — said they had medical debt 


WlwoU 

jl : 

1 Medical Debt Owed' 

I, 

i 

^ 1 




Won elderty people were much more Ukety to 
fact the burdens of moihcai debt than people 
age AS and above (47% vs. 20fM Posafole eipia- 
nabom for thti b that pro(parm for seniors such 
as Medicare are iargety effective in protecting 
them from fitsanciai ddfkuMev arsd that serdors 
are reiatfvely itvsulaied from cutbacks In private 
irssurarKe or state Medkaid programs that pro- 
vide the bulk of coverage to younger people 
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Offers of Assistance 



'mmKit^*ttatarK9hfdtbton Thr«c*9iMr 
t«n el retpendemi wHfi m t di n t debi [7f%) 
ftcel¥ed no olfcn ol ftruncui asstttAnco frofn 
tfioir modkel preundon. Ol tho«o wte M. ttw 
most common fonm ol a&snt<nco were a pay- 
menc plan ewer Hm* or iriormatien about pub- 
lic prograrm lo whkh they mighi apply Only atx 
percent «aid they Kad been olVared a dhcouni 
onihebbUi(fio.4X'* 

Houibig Problems and Financial Iflecti 
of M^tcal Debt 

DntmceolIwuvingproOlam* Mere iNan one 
quaner 127^ o# survey resporKlervts wilh medn 
cal debt laM tbey bad hovsbtg proble m s tt>at 
resultad been the debt (Fig S}. The most com- 
men proble m s were mabUtty to quardy lor a 
mortgage (I l%|, irsability to pey terrt or mort- 
gage ilOHiLbemg turned down bom renting 
ahome [^I.atsd be«>g forced to move lo leu 
e ap ensrve housing (5%) (Fig A small number 
ol resporwter^ said that they were evicted (2%) 
and/or were now hemeleu (2%l because ol 
medieddebt 

bgnrdconcrolbeoirbmnmancff bespondents 
wbhoui haabh imurarsce were rnere likely to 
have larger debts; about M percent of respon- 
dents wsih health kmirarKe at the time they 


rv gvgla n cd Of Mbubng Prcbtgntd 




acquired medk al debt had debts smader than 
$$O0. Among thosa with debt, those who were 
not insured were more Ibely to say that the 
debt led to a housirtg problem, but a stgrubcant 
number— about one in five— of those who had 
bean irtsured eapenerKed housing probletm at 
welKFigbL 

I MrtCi onihfp hrCwevn (rrdb nporfmg and haul 
f^gprobiena Many respondants with marb- 
cal debt did not know whether the debt was 
Irsciuded In their crerbt report (AM). Of those 
who ibd know, nearty ihreo in five said that (I 
was Included (Fig 2)i These people were twke 
as likely to report having housing problerm 
than those who reported that their medkal 
debt WM ftoi on their creA report (}9% versus 
IbtkFigtJi 





179 



Medicat Debt on Credit Report^ 



LAifthood of m Houong Prablom tf.. 



Tht uirwy ujg9»sls tK»i dtbt doot not how 
to b* piinicvUHy Urg* i>or pattcuAirfy old to 
ono’i crodtt Whdt Utgor d«t>ts 

tvoro mofO to «pp*«r on • ci odd icpoft 

(77% of dftKi groatof cKwi $1,000). wiuMm 
dotts con horni crodd m weft About ono in six 
r«pond«fitx (10%f wbo s«m modk^l debt wm 
on itioir cfodit report hod debts unde* $$00. 
ond over ono-tti)rd (l$%) Hod debts under 
$1,000 $imd«rty, whde medicel debt older 
then one jrear wes hlghiy llkety (7ft%| to be on 
e credn report, e querter of debts (2$%) ieu 
then e yeer old were reported es weft 


MMromhp between clWror i ewiwi of debt end 
ncamewrihAoiningfeeblemi Theemouniof 
outftending medUel biRs w»s dtscnbuied feirty 
eeenfy from reletieefy low (less then $$00) to 
eery high ($$.000 or moreX edih bdU bt the 
$1,000 to $$.000 renge most common About 
heft (52%l of people with oumendmg bMs 
of $$.000 or more reported heving e houstrsg 
proble m resuittng from medicel debt Wtule 
people with lerger bdb were more Hkely to fece 
e probittn. those wllh much smefter bSs were 
not immune: U percent of respondents wtch 
medicel debts of leu then $$00 reported hous* 
mg problems M weft (Rg. 0) 



Longer 'term medKel debt wes more strongly 
euocleted with heuMng problems then short' 
er-lcrm debt Over helf ($$%) of re s pondent s 
with debt more (hen five yeers old reported 
housing problems. SblL 1 6 percent of those 
erlth debt less then e yeer old reported prob- 
lems es well IFig Oi 

Income level elso ep peered to heve Mtle 
essocletion with resulting housing problerm. 
SHnAerly. ell reciel end ethnre groups reported 
a substeniiei level of housing problerm, ttwre 
were no stetMiceUy signifkent deferences** 
emorsg them (Fig. fOk- 
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N» Stgraflcanl OflewK** 

Among RacMlClhnK C«t» 9 onM 



ffHaMmt/Mp bernvr/t coMtcttan octiom and 
hwwng prc^ymii Half ol rtupondoMt wvh 
modical (Mit CS0%) had boon contactad by 
(oflaction agafKiai. Raa pa«<»ni had baan 
«4jad for lha dabt Paopla who had baan coo- 
tactad by cottacifoai a^arKfoi or who had baao 
wad wara mora llkaty lo raport (hal lha dabi 


rawifad m hou«iri 9 problamt (Rg. t) than 
thosa who had not. Thara was aho an aMocia- 
lion baiwaan housing probtarw and acttOTss 
rtsuhmg from lagal judgmants such as homa 
lians, othar paoparty llam, and waga garnish- 
man! but lha numbars of paopla who axpatf- 
ancad ihasa acoorn wara smal In cha survay 
sampla. 

Bankruptcy was a mmor alfacl of madkaf dabt 
In this survay. rafaciva lo othar consaguancas, 
sa«an parcant said lhay had fllad parwnal 
bankruplcy slnca owmg morsay tor madicai 
blH Thb Is not out of hna with lha rata of par- 
soruf barskiuplcy rtabonalty, howavar about 
15 parcanl of U5. housaholds daclara bank- 
ruptcy aach yoar.n 


PERSONAL ACCOUNT 

hsiuiod. In dobt and forcod lo movo 


Nanqr. a raddant of Scoitidifo. Arliorsa. ts a molhar of two and grandmoihar of orsa lnlata>0M. 
whda taka>g cara of har aAmg mothar who was suffarSng from damanisa artd wascUar dhaasa. 
Nancy was dlagnoiad with colon carsca* Mihough sha had madkaf irmwanca through har lata 
husband's raciraa barsafrtv tha coots of surgary and chamocharapy wara only partially covarad by 
lha haaAh cara plan In adddlon to Nancy's own madicalb#i of about $12,000. tha cost of har 
mothar's nwsirtg homa stay and rasptta cara totalad ovar $$0,000 Aftat har molhar's daath. Natscy 
was ursabla lo maka mortgaga payments on her parants' housa artd was forcad to saU lha homa 
to avoid foraefosura. Unabla to afford rant on har owrt Narscy has Pnea movad Into har sistar arsd 
maca’stwo-badroomaparmMniwharaonaofthamhastosfoaponthacouchaachnioht Evan 
jftar salmg tha housa; In addition to $2,67B of har own marhcal dabl Nancy stdl has upwards of 
$20X)00 In madicai dabt for her mother's cara on har cradR card Narscy was adsfoad to Ma for 
bankruptcy, but whan sha Invastlgalad sha datarmirsad sha cosdd rsof afford Co hWa • lawyar to Ma 
thacase Sha says that sha has foamed to bva with bdlcobacion constantly pestanng her at homa 
trying to collact har debts 


• 16 ' 
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Sit»*Sp«€ffi< Findingi 
Medical tMK Md rcsultmQ hotnlnQ problems 
were fre<|uerH M every site that penicipeled In 
the survey A table containirsg sMe^spedlk fWsd- 
inQS appear) in Appendix 6 ThK table Incorpo* 
rates the data coMected through doot>to-door 
surveyinQ. in addMion to the surveys from the tax 
assistance sites (see *Methods* section)- Some of 
the hey findings foAovr. 

• Atlanta had the highest prevalence of medical 
debt Tuba aisd Phoenix Che lowest (Fig 11). 

• MedKai debt was fairly evenly dtsthbuted 
across irscome categories In nsost sues The 
exception was Srtdgepon. where medical debt 
was more likely for lower income resporsdents 

• Aslan Amencant reported a dbpropomorsaie- 
ly high kvtl of medKel debt M Ots Moines and 
Tulsa, ftespondmts of Hispanic descent had a 
disproponlonaiely tugh level of medical debt 
m Palm beech and Tulsa, but reported medical 
debt at a low rate m St louts. Respondents who 
identifled themselves as bemg of more than 
one race had highar levels of medkeal debt m 
Tulsa 

• With the exception of Atlanta, at least one out 
of six respondents weth itteihcal debt in each 
site reported Chat the debt resuiied m a hous- 
mg problem- bndgepon respondents most 
freguentty (36lk} said the debt resulted in a 
housing problem At other sites the proportion 
ranged bom 1b to 91 percent (Fig II). 


• Aesportdents in most ptes reported they 
were msured at the lime the debt was Inctared 
about had the time [Phoerui. Palm BeacK 
Providerxe. Tuba) or more (Atlanta, Sridgeport 
St leids) Four of ten respondents m Oes 
Moines said they were insured 

• Medkal debt was commonly reported lo be 
on credit reports At least fcMir m ten respon- 
dents (Tulia) and as many as eagN m ten 
(Atlanta) said the debt was on the* credM 
report 

• Aesporsdents in four sites (Atlanta. Palm 
Beach. Providence. St Loub) were more Miely 
than not lo say they were contacted by a col' 
lection agerscy about their medKal debts, and 
were about egually likely as rtoc In two Ptes 
(Bridgeport. Tuba). A mmority of respondems 
In Oes Moines dOWJ and Phoenix (44%) said 
they were contacted 


Provafnee of MoacM Oobt orwl 
Housing P roblm n i, by Srto 
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V. Discussion 


T hH Ur 9 »-K«l« uirvvy. < 0 AdiKt«d m •igfhi lo< Jtlom Krmi ih« country. < control 

Anding of « numbor of roconi stucHos nwdtcol (MM it s common ptmHNnonon in ihit com. 
it wot proMfM among noorly hoM of tt>o turvoy rotpondonti. mott of whom woro low ortd 
modcratt MKomo, tWKking age oduHt. Many of Ihtto odidit woro prottnt where the turwyt were 
conducted— volunteer too ottMorKe centert — becoute they hod employmeni Irocome ond we«» 
ellgdde lor the federal Eorrted IrKome Too Credil A ma^ty had health msvrance at the tMne they 
acquired the debt Mott had chOdten iMng with them In thort. wor ii ng familiet of modeti meom 
ore at high ritit for medkal debt ortd At attendant contequencet Pott retcarch tndicatet that 
thete certtaquencet include restneted occett to medkal core for all famdy membert, depiebon 
of tavtngt, and haratwneiM by coHeebon agenciet. oil of which conttNute bontert to economic 
odvaiKement and healthltr and more tecurt Kvet 

• utirtg ondcredH probfemt That medical debt coriwnonly leadt to homing 

The Mrvey alto mireducet r»ew information problerm Mi Ihit study should not be a surprise 
about consequences of metbcol debt A quar- given the general prevalence of medical debt 

ter of the retpondentt wtth debt sard they hod among low ond moderMe mcome fomiUet. 
experienced sorrse type of houtifsg problerm who lersd not to hove much morsey to f pMe 

at oresidt of N.TheMproblemt Include being for unplanned expentev What Is sobering Is 
unable to qualify for a mortgage, to make that even refo t hely small levelt of medical 

mortgage or rent payments, to rent a home, or debt— S$00 or lett~can create housing and 
the need to move to a lets costly home These other economic hardships for families. theM 
findings estabbsh medkal debt as a barrier disadvantages seem out of proportion with 
to still other important elements of economic the modest debt that brings them on. and 
advancementnamely asset de^opmenl and $$00 may censittute a significani percentage 
housing security u of family income. An additional finding is that 

housing problerm become more Mefy as med- 
An aiMiysit of the demographic and flnan> kal <M)t lingers. 

cSil charactertstks of the survey respondents 

whose medkal debt led to housing problerm Some of the housing probltrm reported Mi this 
suggests chat the rHk of such an outcome b study simply reflect the fact that medkal debt 
wMleipread A signilkant portion of respon- becauM II lays a claim to families' available 
dents with medkal debt-^regardless of theM resouveev dMiunishes the amount avadable to 
age. income, marital status and ethnioty— had um for ocher pvposes. such as rent payments 

housing problems as a rcsulC. WMthMi the scope or home maMsttnance. Other problems, how - 

of this survey, no group appears to have been ever, are indicative of deeper issues. The inabd* 
MwtMnerable to the effects on housing sttua- Ity to qualify for a mortgage or even to rent an 
ttom of medical debt. apartment for cxampftL is a ugrwi of damaged 

credd. whkh has broad ramifkatsom 
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M«dkJi d«bt 4tff*ct«d th* <r«M ot m i»mt « 
tfMrd of tti« Minwy rnporHlcncs debt er>d 
itiet# peopf* ««f re more thm tw^ce » iMfy m 
ttHMe wboM medicel debt <fld not mer their 
aedil to report a houur >9 problem Thu to etpe- 
cudy Uprabcant beceiae r>eM4|r half of those sur- 
veyed laM they did oof iifiow whether medical 
debt was on their credo report Our ftndinps sug- 
gest that chose who are not yet eware of their 
credit status are more likely than not Co find 
their aedit hun->an unwekome surprise wdien 
trying to buy a home or access ocher credic 

The imporvarKf of credit reponmg 
tansecs to obtaining housing are but orse way 
that damaged credit affects peopAe's dm M 
abo limits acetss to affordable credo tor other 
purposes, such as purchasing a car. whkh may in 
him limit employmanc possibiliaas- E m ployers 
may thet m ehes consult credo reports In mib- 
MQ hiring decisions Insuren may consult oedR 
reports m underwTitsng automobile and homa 
coverage In seme cases, people woh low credit 
Kores have been reguired to pay higher utility 
deposits Mtd the effects of damaged creA tin- 
gcr; a deiinguent account regardfoss of site, can 
remain on a credic report for seven years." This 
ftik to often rrsuittplled by Che fact chat a sirsgle 
madicjl apisoda can result In many bAs— from 
a hospoal doctor, ambulance, laboratory, and 
so on— arsd. therefore, many scars on a credit 
report 

UnMie many other types of debt medical debt 
ussiady can only harm a aedit rating, not help 
It When medRal provider s and theb collection 
agents report debt to aedit bureaus, they typs> 
cally do so only when payments have not been 
made This negative-only treatment of medfoal 
debt to al the more meguitable because ft is one 


of the few types of debt that are mvokmcardy 
acquired Thus this 'accidental debt,* even if rele- 
lively smad. essennaly acts as a sickness lae— on 
lop of the blfo themselves and possfole lost 
employmenc income — by damaging aedit And 
this lai to fong-tcrrrv perhaps permanent. 

inadequacy of insurance ^protection* 

One other fkHhng deserves tpedftc attan- 
lion. Havmg health mssirance did not prowde 
adequate protactson from housmg problems an 
marvy cases of medacel debt although chose who 
did not have health insurance at the tune dieir 
medical debt was meurred were more Hkefy to 
eapersarK# housing proble m s And. although the 
debts of those who had health insurance tended 
to be smaller, even smdl amounts could dam- 
age iheu aedit status Accor^ng to information 
from other sounat.famdies with Incomes below 
twice the federal poverty line (about SJAdOO for 
a family of tourl had out-of-pocket health care 
eapenses of about $2J00ln KI02.** about 7A 
percent of income for a typic^-siYad famdy. 
Added to cha, a debt of even SSOO>-arsocher 1.4 
percent of usc om e it tignifkant Seen in thit 
conceit, the burden to dear 

That health Insurance see m s not to have served 
Ns furvdamentai purpose for many survey 
respondents— protecting families agaeut great 
Anarscial eiposure— warrants forther attenticn 
The current trend of passing rrwre of the fWsan- 
dal burden of health care to mdhsduato throuf^ 
Ngher deductibles and copaymerds in the rtame 
of *lndividual responsfoility,* combined with rap- 
idly Increaitng health care costs, particularfy for 
the chronically dl raises cnadal questions about 
the deteriorating adequacy of trtsruance that 
should be addressed in the policy arersa 
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VI. Policy Recommendations 


S o tkOui bf dOAo? Tbo olfKCt wncovorod tn thft tuwty likoly only to wro*i«n oi hoolih 

cofo costs IfKTOoso. the numben of uransured rise, end ifNM* fortunele enough to meimeln 
heelth covofego eee rogulred to ehsoth more of the cost Methcel debt Is elfecting people’s 
ecceu to bousing el the seme time thet housmg (s becoming mcreesMsgly imeflordeble for feml' 
lies of modest meen^" end the medlcedy reieted credit pro b le m s thet cewse these bousing peols- 
tems lundcr femdles' economic edver>cement In rrsmy other wreys. 

Legisletors end other pobcy mekers. es wreM es members ol the sectors thet contribute to this 
problem»medicel providerv heelth inst^ers. employers end lenders — should consider e number 
of erees m which they might tespoisd to reduce the sickness tea thet me^cel debt imposes. If the 
nurket ersd prteete ecttom ere uneble to relieve the problem, leglsleuon or rtguietlon reqmrtng 
some of these chenges would be en epproprtete rsext step 

Modkal Providors The signUkent numbers of respondents in 

ttadIcOpcavMmcanconMxilftotalvwg thw itudy who ™port«l drt* l» docton jnd 
tl.•praW«m(>ymlu(■>gll>*•lI><MMo<m»<tl. olht. oon^wnhul p.o,Mm .l«o tomWxl w 
cjld.bll»wyaN<t,>ndby<h»i9tn9pcKU»< IM «h«» «h« prowdw, (ww fwl b«o hold 

ihMfowtilnoddniotuinnwKMdMikuaiM lo *<«)«<« on dw Hsu* to ih*Mm*.n««t 
lo ptatfin fe. oumpl*. pubIKKy M ih» U« *» •w»P«»h »ui 1 »wf Kivtlnif ond dondordi 
l.wy.onobouthovHjb pnctlcno<b<kn« ttgwdtng ptovtdon «taoo<»hlp, w«h .o««- 
unMMjrtd poiknit !hoh higlmT (ooi ond («w- ogontt. Mndon ond <fodi( burootn would 

««ngHMn<iang<».rty-09g><uiMcollKik>n bnng hxm to od^MonjI pohcy ioIuUobv 
(M icikM hovo lod to gtoMw oitfftaon to clw- 

«y cjfo ond codoctton, pohctcv (omu hotpt- Insurtrs and Employers 

Mh hov* ttvxnpod ilioir ptoctKot Or oBoimg Thoi pocgl* wwh horlih uiwtoiKe oi« ollMiod 
grajtndntouMstolow^omrunnHjrtd by modKol drO* wvd lt« comoguootot *lmo« 

OMIontr ond tottiKrlng procttcot Itko wogo lo iho tomo dogroo or ihoio wdhout coNo inlo 

gomnlunonu ond pcap«nyllofn.>MH. many quomon Iho odoguoqr o( wmo Imuconco In 
hotpnohhouonoioddrouodthowpoadosol pmttcimgpolicyhoOdonlromltnorKlirtoroi- 

oR. ond tome Iholhon ore not mohinglholi IroplwNowdoyofciotnontilnhooahiimir- 

(Mluioiwoll known to thogonofol public.'’ onro ptodurts— hoolih lowog, occouim. high 

HotpilolsconoboMIthocrooUonolnwdl- d«hjcl*iloplon».llniltodbonoOlpolloov •con- 

col dobi — ond onhonco thow rovonuos — by wmor-dnuon hoohh coro* — pia lonuooi uoih 

odoquolftytcroonlngpollonllteioliglbailyln Unto oKouIncomooIrlik ond chodoogolho 

puhOc muwonco progronn such ol Modicout wy notion ol hoohh Uisufonco IMony or ihoso 
ond by ogrooing to rcosonoblo poymcnl plont plonshovoilodrwtlblosorstrXigof mof*.woll 

ihotlow-mconiopoHontsconlullill obouo tho louol o< doOt ihot homiod tho 
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r«tpoAd#fMt in «Mf MudyJ gm ployft who 
W4n( to cominuo offoring covorogt to thotr 
♦mployooi in tfio loco d tvor-nsing promiufm 
ofton hovo httio choke but to pou okong more 
of the co«t o# iho covorogo. incrooting the rHk 
of rnodkjl dobt lof their employees unie hes 
been demen<M of ifmiren. however, mony 
of which heve enjoyed robuM proAb in tfte 
left few yeeri.** Stenderth for edeguele cover* 
ego. inchNbng cost shertrtg obbgeCiofts thel 
ere proportMrsete to lemdy irKorrws^ might 
be eipioredl os wed os progrems to provide 
beneAts to the conviumitiet in which iniiur- 
ers operete This yeer. for exemple. the four 
Aenmylvanie Bhie Cross plens egr e ed fo ere- 


Me e XommwMy Heelrh Reinvestment fundi* 
which could WoM e trad for (he recognuion of 
Mnurers ' community obligetiom eHewhere " 

further research is aHo needed to understand 
the relative influences of venous shortcomiisgs 
In health fmurenco— eecessively high deduct- 
ibles. breaks in coverage, imccvered services— 
on medkal debt and Its resulting problerm 
Kftowledge of this sort will help pofky makers 
determlfse how to set starsdards for adequate 
coverage, so that the purpose of heabh irtsur- 
arxe as finarscial protection might be restored 
arsd mamiamed 


PERSOMAL ACCOUNT ■ 

MiHiraiK* withovl pralMtion: on -going Koolth co>t< lood to forocloturo 


8everty akways dreamed of becomirsg IWtancially mdependent so she co«dd support herself after 
retirtment. Wdicn she was diagnosed with kldriey cancer three years ago and thyroid cancer a year 
and a half later, medical eepenses made this dream unattainable 

Beverly rs a S8 year -old vroman who hat orse son and three grandchddrert For the past nineteert 
yean she has worked as the offke secretary at a urtlon. the Communkallons Workers of America 
In St Icuh. M h ioun Oespke consistent health kworance coverage, the costs of caiKer tre atmerw 
have kept Beverly in a state of perpetual debt. In adddionlo a t1.S00per year deduc1d>le.Bevcrly 
must adrarsce out of her own pocket (he very high costs of rweessary procedures, such at CAT 
scans* as w«A as her prescription modkatloni As soon as the health plan reimburses her for these 
costs, she must pay again for the neat rourtd of treatmersts and procedures Due to these soaring 
medical erpenses. Beverly was unable to keep up with the mortgage peytnents ors the house she 
owned for twenty years, she lost her home to foreclosure arsd moved In with her recently twdowed 
mother BeveiVt doctors recommersd that she remain stress-free, take time oft from work, or work 
part time Unfortunately, to maintain her tmurance coverage and income level, she has no choice 
but to work full time 
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L«iHlcrf and Affitiaiad 
OrganUation* 

A comwiMA «ppMn to txttt among ttKno 
who nuAo antf «dvU* othon about landing 
d«<is*o<H that madical d«b< thouW ba contid- 
arad diffwancly from othar typat of partonal 
dabc. Fab HaK and Company (HCOKa motor 
aadit scoring organlaabon. consadars madi- 
cal dabi to ba 'arypacal and nonpra^ctiva* ol 
ovaral oadit worthmass. for aiampla.** WhAa 
landan might raasonabiy ba asliad to davalop 
aigdiclt polldas for sagragatang madkal debts 
m conudarbig an appbeanrs abgibAiiy for 
credit such an approach presumes that medi- 
cal dabc Is readily Idantihabla as such on a 
credit report If a dabnquent account b bstad 
by the name ol a coMaction agarKy rather than 
a madical pro«tdar.or if a blN has baan paid 
with a credit card or at the axpansa of another 
bdl that tharaf ora replaces the daUnqumi 
madkal bi^ madkal debt rm^t not be Idarv- 
tsflabla as such Ltndart who might Ilka to dis- 
count or disregard rnadical debt in lhair deci- 
sion maiJng thus often do not have suffkiant 
mformaiion to implamant such pobclas 


Chian the atypical rtatura of madkal dabt arsd 
tha commonly axprassed policy to treat N 
diflarandy. orsa mighi question tha need for 
health care prowdar s lo report these debts to 
cradd buraaus at id landars. aaditors. cradR 
bureaus and regulators should considar ways 
to prairant ma^al dabt from aver tambhang a 
credit record, fodudlng rules to prohtbrt medi- 
cal provtdars and their agents from reporting 
medical debt lo credit agencies. 

A consensus appears to 
exist among those who 
make and advise others 
about lending decisions 
that medicai debt shouid 
be considered differentiy 
from other types of 
personal debt 
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VII • Conclusion 


I I (tMft it 4 mo«* nitn«r«bi* to* • p«r»on to b« in than boing n. n it probaWr to 

bo il Mvf in dtbc. This roport h»s shown Itut uich vubwrobiftty Is not roro among our siovoy 
rtspondoMi To compound CIMBl modkal debt otion rasults In housing md atdil probitrm. 
iivhfch may In turn bring abotd funhor crippling Ananctal dtflkultSM. 

Atpainng tho hooftfi car* syslam— <ontrolling costv improving quiiRy, amuring accost and 
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Fact Sheet on Medical Debt 

The Access Project 
July 17, 2007 

What is Medical Debt? 

Medical debt is money owed for any type of medical services or products, The money may 

be owed directly to the provider of the service or to an agent of the provider, such as a 

collection agency. When money is borrowed for the purpose of paying off medical bills, it is 

also considered medical debt. 

How Many Americans Have Medical Bill Problems and Medical Debt 

- One third (34%) of adults under the age of 65 have problems related to medical bills or 
accrued medical debt. Over half (53%) of uninsured adults and more than a quarter (26%) 
of continuously insured adults have this problem. [18] 

- One in five adults (21%) under the age of 65 have current medical debt. [18] 

One quarter (25%) of non-elderly adults spend 10 percent or more of their household 
income on insurance premiums and out-of-pocket healthcare expenses. [17] 

- An estimated 58 million adults are at risk of incurring medical bills they may not be able 
to afford. This includes 17.6 million privately insured adults. [20] 

The Financial Consequences of Medical Debt 

- One quarter (26%) of non-elderly adults with medical bill problems or medical debt were 
unable to pay for basic necessities. [18] 

- Four in 10 (39%) non-elderly adults with medical bill problems or medical debt used up 
all of their savings to pay the bills. [ 18 ] 

- One quarter (26%) of non-elderly adults with medical bill problems or medical debt took 
on credit card debt to pay the bills. [18] 

- Among low and moderate income adults surveyed at income tax assistance sites, more 
than a quarter (27%) of those with medical debt said the debt caused housing problems, 
such as being unable to qualify for a mortgage or pay rent. [9] 

Healthcare Access Consequences of Medical Debt 

- Three of 1 0 non-elderly adults (29%) delayed or skipped needed care because of cost. 1 18 | 

- In a survey of community health center users in Massachusetts, nearly 60 percent of those 
with medical said it caused them to delay getting needed health care. [ 12 ] 

- In a survey of family farmers in Kansas, nearly half (47%) of those with medical debt said 
it caused them to delay or avoid needed care. |6| 

- The privately insured with medical debt are as likely to postpone care due to cost as the 
uninsured (28% and 30%), and much more likely to postpone care than the insured 
without medical debt (6%). [ 20 ] 


6iy.(,‘i4,oqn. 
f'AX l>54.9Sr2? 

5spr<sjicct'. tir.g 


The number refers to the number of the source publication, as listed on the back of this page. 
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Bankruptcy Forms Submitted by the Honorable John Conyers, Jr., a Rep- 
resentative IN Congress from the State of Michigan, Chairman, Committee 
ON THE Judiciary, and Member, Subcommittee on Commercial and Adminis- 
trative Property 


Official Form 22C (Chapter 13) (04/07) 


□ 

According to the caicuiations required by this statement: 

The applicable commitment period is 3 years. 

The applicable commitment period is 5 years. 

Disposable income is determined under § 1325(b)(3). 

DebtorCs) 






Disposable income is not determined under § 1325(b)(3). 

(If known) 


(Check the boxes as directed in Unes 17 and 23 of this statement,) | 


CHAPTER 13 STATEMENT OF CURRENT MONTHLY INCOME 
AND CALCULATION OF COMMITMENT PERIOD AND DISPOSABLE INCOME 

In addition to Schedules I and 1, this statement must be completed by every individual Chapter 13 debtor, whether or not filing 
jointly. Joint debtors may complete one statement only, 


Part I. REPORT OF INCOME | 

1 

Marital/filing status. Check the box that applies and complete the balance of this part of this statement as directed, 
a. n Unmarried. Complete only Column A ("Debtor's Income") for Unes 2-10. 

h. n Married. Complete both Column A ("Debtor's Income"! and Column B ("Soouse's Income") for Lines 2-10. 


All figures must reflect average monthly income received from ail sources, derived during the 
six calendar months prior to filing the bankruptcy case, ending on the last day of the month 
before the filing. If the amount of monthly income varied during the six months, you must 
divide the six-month total by six, and enter the result on the appropriate line. 

Column A 

Debtor's 

Income 

Column B 
Spouse's 
Income 

2 

Gross wages, salary, tips, bonuses, overtime, commissions. 

$ 

$ 

3 

Income from the operation of a business, profession, or farm. Subtract Line b from 

Line a and enter the difference in the appropriate column(s) of Line 3, Do not enter a number 
less than zero. Do not include any part of the business expenses entered on Line b as 
a deduction in Part IV. 



^ , 

a. 

Gross receipts 

$ 


b. 

Ordinary and necessary business expenses 

$ 

c. 

Business income 

Subtract Line b from Line a 

4 

Rent and other real property income. Subtract Line b from Line a and enter the difference 
in the appropriate column(s) of Line 4. Do not enter a number less than zero. Do not in- 
clude any part of the operating expenses entered on Line b as a deduction in Part IV. 

i 

i 

a. 

Gross receipts 

$ 


b. 

Ordinary and necessary operating expenses 

$ 

c. 

Rent and other real property income 

Subtract Line b from Line a 

5' 

Interest, dividends, and royalties. 

_$ 

i 

6 

Pension and retirement income. 

i 

j_ 

7 

Any amounts paid by another person or entity, on a regular basis, for the household 
expenses of the debtor or the debtor's dependents, including child or spousal sup- 
port. Do not include amounts paid by the debtor's spouse. 

i 

1 

8 

Unemployment compensation. Enter the amount in the appropriate column{s) of Line 8, 
However, if you contend that unemployment compensation received by you or your spouse 
was a benefit under the Social Security Act, do not list the amount of such compensation in 
Column A or B, but instead state the amount in the space below: 

1 

1 ^ 

Unemployment compensation claimed to 

he a benefit under the Social Security Act Debtor $ 

^Inniisp .t 


9 ' 

Income from all other sources. Specify source and amount. If necessary, list additional 
sources on a separate page. Total and enter on Line 9. Do not include any benefits received 
under the Social Security Act or payments received as a victim of a war crime, crime against 
humanity, or as a victim of international or domestic terrorism. 

$ 

i 

a. 


$ 


b. 


$ 


10 

Subtotal. Add Lines 2 thru 9 in Column A, and, if Column B is completed, add Lines 2 
through 9 in Column B. Enter the total(s). 

» 

$ 

11 

Total. If Column B has been completed, add Line 10, Column A to Line 10, Column B, and 
enter the total. If Column B has not been completed, enter the amount from Line 10, Col- 
umn A. 

$ 
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Part II. eALCULATlON OF § 1325(bK4) COMMITMENT PERIOD 

12 

Enter the amount from Line 11. 


13 

Marital adjustment, if you are married, but are not filing jointly with your spouse, AND if you contend 
that calculation of the commitment period under § 1325(b)(4) does not require inclusion of the income of 
your spouse, enter the amount of the income listed in Line 10, Column B that was NOT paid on a regular 
basis for the household expenses of you or your dependents. Otherwise, enter zero. 


14 

Subtract Line 13 from Line 12 and enter the result. 


15 

Annualized current monthly income for § 1325(b)(4). Multiply the amount from Line 14 by 
the number 12 and enter the result. 

$ 

16 

Applicable median family income. Enter the median family income for applicable state and house- 
hold .size. fThis information is available hv familv size at www.iicr1ni.nnv/iist/ or frnm the rierir nf the 
bankruptcy court.) 

a. Enter debtor's state of residence; b. Enter dehtnr's household size; 

$ 

17 

Appiication of § 1325(b)(4). Check the applicable box and proceed as directed. 

G The amount on Line 15 is less than the amount on Line 16. check the box for "The appiic 

ment period is 3 years" at the top of page 1 of this statement and continue with this statement. 

n The amount on Line 15 is not less than the amount on Line 16. Check the box for "The a 
mitment period is 5 years" at the top of page 1 of this statement and continue with this statement. 

able commit- 

plicable com- 


Part in. APPLICATION OF § 1325(b)(3) FOR DETERMINING DISPOSABLE INCOME 

18 

Enter the amount from Line 11. 

$ 

19 

Marital adjustment. If you are married, but are not filing jointly with your spouse, enter the amount 
of the income listed in Line 10, Column B that was NOT paid on a regular basis for the household expenses 
of you or your dependents. If you are unmarried or married and filing jointly with your spouse, enter zero. 

$ 

20 

Current monthly income for § 1325(b)(3). Subtract Line 19 from Line 16 and enter the result. 


21 

Annualized current monthly income for § 1325(b)(3). Multiply the amount from Line 20 by 
the number 12 and enter the result. 

$ 

22 

Applicable median family income. Enter the amount from Line 16. 

$ 

23 

Appiication of § 1325(b)(3}. Check the applicable box and proceed as directed. 

n The amount on Line 21 is more than the amount on Line 22. Check the box for "Disposable income is de- 
termined under § 1325(b)(3)" at the top of page 1 of this statement and complete the remaining parts of this state- 
ment. 

O The amount on Line 21 is not more than the amount on Line 22. Check the box for"Disposable income 
is not determined under § 1325(b)(3)'' at the top of page 1 of this statement and complete Part VII of this statement. 

Do not complete Parts IV, V, or VI. 


Part IV. CALCULATION OF DEDUCTIONS ALLOWED UNDER § 707(b)(2) 

Subpart A: Deductions under Standards of the Internal Revenue Service (IRS) 

24 

National Standards: food, clothing, household supplies, personal care, and miscella- 
neous. Enter the "Total" amount from IRS National Standards for Allowable Living Expenses for the appli- 
rahle familv size and income level. /This information is avnilahle at www.usdoi.aov/ust/ or from the clerk 
of the bankruptcy court.) 

$ 

25A 

Local Standards: housing and utilities; non-mortgage expenses. Enter the amount of the 

IRS Housing and Utilities Standards; non-mortgage expenses for the applicable county and family size. 

/This information is aveilahle at www iisrioi.aov/ust/ or from the clerk of the hankruotcv courtV 

$ 
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25B . 

Local Standards: housing and utilities; mortgage/rent expense. Enter, in Line a below, tbe 
amount of the IRS Housing and Utilities Standards; mortgage/rent expense for your county and family size 
frhi<5 information i<! availahip at www.ii'srlni.nnv/iist/ nr from the rlerk of the hankriintrv rniirtl: enter on 

Line b the total of the Average Monthly Payments for any debts secured by your home, as stated in Line 

47; subtract Line b from Line a and enter the result in Line 25B. Do not enter an amount less than 
zero. 


a. 

IRS Housing and Utilities Standards; mortgage/rent Expense 

$ 




b. 

Average Monthly Payment for any debts secured by your 
home, if any, as stated in Line 47 

$ 




c. 

Net mortgage/ rental expense 

Subtract Line b from Line a. 


$ 

26 

Local Standards: housing and utilities; adjustment, if you contend that the process set out in 

Lines 25A and 2SB does not accurately compute the allowance to which you are entitled under the IRS 
Housing and Utilities Standards, enter any additional amount to which you contend you are entitled, and 
state the basis for your contention in the space below: 














$ 

27 

Local Standards: transportation; vehicle operation/public transportation expense. 

You are entitled to an expense allowance in this category regardless of whether you pay the expenses of 
operating a vehicle and regardless of whether you use public transportation. 

Check the number of vehicles for which you pay the operating expenses or for which the operating ex- 
penses are included as a contribution to your household expenses in Line 7. □ 0 □ 1 □ 2 or more. 
Enter the amount from IRS Transportation Standards, Operating Costs & Public Transportation Costs for 
the applicable number of vehicles in the applicable Metropolitan Statistical Area or Census Region. (This 
infnrmarinn is available at www.iJsdoi.qnv/iist/ nr from the rlerk nf the bankruptcy court.! 

$ 

28 

Local Standards: transportation ownership/lease expense; Vehicle 1. Check the number 
of vehicles for which you claim an ownership/lease expense. (You may not claim an owrership/lease ex- 
pense for more than two vehicles.) □ 1 □ 2 or more. 

Enter, in Line a below, the amount of the IRS Transportation Standards, Ownership Costs, First Car (avail- 
ship at www.iisfini.nnv/iist/ nr from the clerk of the bankruDtev court): enter in Line b the total of the Av- 
erage Monthly Payments for any debts secured by Vehicle 1, as stated in Line 47; subtract Line b from 

Line a and enter the result in Line 28. Do not enter an amount less than zero. 



a. 

IRS Transportation Standards, Ownership Costs, First Car 

$ 




b, 

Average Monthly Payment for any debts secured by Vehicle 1, 
as stated in Line 47 

$ 




c. 

Net ownership/lease expense for Vehicle 1 

Subtract Line b from Line a. 


$ 

29 

Local Standards: transportation ownership/lease expense; Vehicle 2. Complete this Line 
only if you checked the "2 or more" Box in Line 28. 

Enter, in Line a below, the amount of the IRS Transportation Standards, Ownership Costs, Second Car 
favailahip at www.iisdni.anv/iist/ nr from the clerk of the bankruDtev court): enter in Line b the total of 
the Average Monthly Payments for any debts secured by Vehicle 2, as stated in Line 47; subtract Line b 
from Line a and enter the result in Line 29. Do not enter an amount less than zero. 


a. 

IRS Transportation Standards, Ownership Costs, Second Car 

$ 




b. 

Average Monthly Payment for any debts secured by Vehicle 2, 
as stated in Line 47 

$ 




c. 

Net ownership/lease expense for Vehicle 2 

Subtract Line b from Line a. 


$ 

30 

Other Necessary Expenses: taxes. Enter the total average monthly expense that you actually incur 
for all federal, state, and local taxes, other than real estate and sales taxes, such as income taxes, self 
employment taxes, social security taxes, and Medicare taxes. Do not include real estate or sales 
taxes. 

$ 

31 

Other Necessary Expenses: mandatory payroll deductions. Enter the total average monthly 
payroll deductions that are required for your employment, such as mandatory retirement contributions, 
union dues, and uniform costs. Do not include discretionary amounts, such as non-mandatory 
40l(k) contributions. 

$ 
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32 

Other Necessary Expenses: life insurance. Enter average monthly premiums that you actually 
pay for term life insurance for yourself. Do not include premiums for insurance on your depend- 
ents, for whole life or for any other form of insurance. 

$ 

33 

Other Necessary Expenses: court-ordered payments. Enter the total monthly amount that 
you are required to pay pursuant to court order, such as spousal or child support payments. Do not In- 
clude payments on past due support obligations included in Line 49. 

$ 

34 

Other Necessary Expenses: education for employment or for a physically or mentally 
challenged child. Enter the total monthly amount that you actually expend for education that is a 
condition of employment and for education that is required for a physically or mentally challenged depend- 
ent child for whom no public education providing similar services is available. 


35, 

Other Necessary Expenses: childcare. Enter the average monthly amount that you actually ex- 
pend on childcare— such as baby-sitting, day care, nursery and preschool. Do not include other educa- 
tional payments. 

$ 

36 

Other Necessary Expenses: health care. Enter the average monthly amount that you actually 
expend on health care expenses that are not reimbursed by insurance or paid by a health savings account. 

Do not include payments for health insurance or health savings accounts listed in Line 39. 

$ 

37 

Other Necessary Expenses: telecommunication services. Enter the average monthly amount 
that you actually pay for telecommunication services other than your basic home telephone service— such 
as cell phones, pagers, call waiting, caller id, special long distance, or internet service— to the extent nec- 
essary for your health and welfare or that of your dependents. Do not include any amount previously 
deducted. 

$ 


I Total Expenses Allowed under IRS Standards. Enter the total of Lines 24 through 37. I 


Subpart B: Additional Expense Deductions under § 707(b) 

Note; Do not Include any expenses th at you have listed in Lines 24-37 
Health Insurance, Disability Insurance, and Health Savings Account Expenses. List and 
total the average monthly amounts that you actually pay for yourself, your spouse, or your dependents in 
the following categories. 


a. 

Health Insurance 

$ 

b. 

Disability Insurance 

$ 

c. 

Health Savings Account 

$ 



Total; Add Lines a, b, and c 


Continued contributions to the care of household or family members. Enter the actual 
monthly expenses that you will continue to pay for the reasonable and necessary care and support of an 
elderly, chronically ill, or disabled member of your household or member of your immediate family who is 
unable to pay for such expenses. Do not include payments listed in Line 34. $ 

Protection against family violence. Enter any average monthly expenses that you actually in- 
41 curred to maintain the safety of your family under the Family Violence Prevention and Services Act or 

other a pplicable federal law, The nature of these expenses is required to be kept confidential by the court. _$ 

Home energy costs. Enter the average monthly amount, in excess of the allowance specified by IRS 
^2 Local Standards for Housing and Utilities, that you actually expend for home energy costs, You must pro- 
vide your case trustee with documentation demonstrating that the additional amount claimed is 
reasonable and neces sary. _$ 

Education expenses for dependent children under 18. Enter the average monthly expenses 
that you actually incur, not to exceed $137,50 per child, in providing elementary and secondary education 
: 43 for your dependent children less than 18 years of age. You must provide your case trustee with docu- 
mentation demonstrating that the amount claimed is reasonable and necessary and not already 
accounted for in the IRS Standards. ^ 

Additional food and clothing expense. Enter the average monthly amount by which your food and 
clothing expenses exceed the combined allowances for food and apparel in the IRS National Standards, not 
44 to exceed five percent of those combined allowances. (This information is available at www.usdoi.oov/ust/ 
or from the clerk of the bankruptcy court.) You must provide your case trustee with documentation 
demonstrating that the additional amount claimed is reasonable and necessary. $ 

Continued charitable contributions. Enter the amount that you will continue to contribute in the 
form of cash or financial instruments to a charitable organization as defined in 26 U.5.C. § 170(c)(l)-{2), $ 
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5 


Subpart C: Deductions for Debt Payment | 

47 

Future payments on secured claims. For each of your debts that is secured by an interest in prop- 
erty that you own, list the name of the creditor, identify the property securing the debt, and state the Av- 
erage Monthly Payment. The Average Monthly Payment Is the total of all amounts contractually due to 
each Secured Creditor in the 60 months following the filing of the bankruptcy case, divided by 60. Mort- 
gage debts should include payments of taxes and insurance required by the mortgage. If necessary, list 
additional entries on a separate page. 

$ 


Name of Creditor 

Property Securinq the Debt 

60-month Average Pavment 


a 



J 

h, 



J 

c. 



j 




Total; Add Lines a, b, and c 

48 

Other payments on secured claims. If any of debts listed in Line 47 are secured by your primary 
residence, a motor vehicle, or other property necessary for your support or the support of your depend- 
ents, you may include in your deduction l/60th of any amount (the "cure amount") that you must pay the 
creditor in addition to the payments listed in Line 47, in order to maintain possession of the property. The 
cure amount would include any sums in default that must be paid in order to avoid repossession or fore- 
closure. List and total any such amounts in the following chart. If necessary, list additional entries on a 
separate page. 

$ 


Name of Creditor 

Prooertv Securing the Debt 

l/6Cth of the Cure Amount 





_i 

h. 



A 




_i 




Total: Add Lines a, b, and c 

49 

Payments on priority claims. Enter the total amount of all priority claims (including priority child 
support and alimony claims), divided by 60. 

$ 

50 

Chapter 13 administrative expenses. Multiply the amount in Line a by the amount in Line b, and 
enter the resulting administrative expense, 


$ 

a. 

Projected average monthly Chapter 13 plan payment. 

$ 


b. 

Current multiplier for your district as determined under sched- 
ules issued by the Executive Office for United States Trustees. 
CThk information is avnilahle at www.usdoi.aov/ust/ or from the 
clerk of the bankruptcy court,) 


c. 

Average monthly administrative expense of Chapter 13 case 

Total: Multiply Lines a and b 

51 

Total Deductions for Debt Payment. Enter the total of Lines 47 through 50. 

$ 

1 Subpart D: Total Deductions Allowed under § 707(b)(2) 

m 

Total of all deductions allowed under g 707(b)(2). Enter the total of Lines 38, 46, and 51. 



Part V. DETERMINATION OF DISPOSABLE INCOME UNDER § 1325(b)(2) 

53 

Total current monthly income. Enter the amount from Line 20. 

$ 

. 54 

Support income. Enter the monthly average of any child support payments, foster care payments, or 
disability payments for a dependent child, included in Line 7, that you received in accordance with applica- 
ble nonbankruptcy law, to the extent reasonably necessary to be expended for such child. 

$ 

55 

Qualified retirement deductions. Enter the monthly average of (a) all contributions or wage de- 
ductions made to qualified retirement plans, as specified in § 541(b)(7) and (b) all repayments of loans 
from retirement plans, as specified in § 362(b)(19), 

$ 

56 

Total of all deductions allowed under § 707(b)(2). Enter the amount from Line 52. 

$ 

57 

Total adjustments to determine disposable Income. Add the amounts on Lines 54, 55, and 56 

and enter the result. 

$ 
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53 Monthly Disposable Income Under § 1325(b)(2). Subtract Line 57 from Line 53 and enter the 

result $ 

Part VI: ADDITIONAL EXPENSE CLAIMS 

other Expenses. List and describe any monthly expenses, not otherwise stated in this form, that are required for the 
health and welfare of you and your family and that you contend should be an additional deduction from your current 
monthly income under § 707(b)(2)(A)(ii)(I). If necessary, list additional sources on a separate page. All figures should re- 

flect your average monthly expense for each item. Total the expenses, 

59 Expense Description Monthly Amount 

a. i 

_b^ $ 

c, i 

Total: Add Lines a, b, and c $ 


Part VII; VERIFICATION 

1 1 declare under penalty of perjury that the information provided in this statement is true and correct. (If this is d joint case, 
1 both debtors must sign.) 
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Name ofDebtor (if individual, enter Last, First, Middle): 


All Other Names used by the Debtor in the last 8 years 
(include married, maiden, and trade names); 


I Name of Joint Debtor (Spouse) (Last, First, Middle): 


I All Other Names used by the Joint Debtor in the last 8 years 
1 (include married, maiden, and trade names); 


Last four digits of Soc. Sec. /Complete EIN or other Tax LD, No. (if more than one, Last four digits of Soc. Sec. /Complete EIN or other Tax I.D. No. (if more than 

state all): one, state all): 


Street Address of Debtor (No. and Street, City, and State): 


I Street Address of Joint Debtor (No. and Street, City, and State): 


County of Residence or of the Principal Place of Business: 
Mailing Address ofDebtor(if different from street address): 


County of Residence or of the Principal Place of Business 
Mailing Address of Joint Debtor (if different from street address): 


IZIP CODE I I 

Locationof Principal Assets of Business Debtor (if different from street address above): 


Type ofDebtor 

Nature of Business 

Cbapfei 

(Form of Organization) 

(Check one box.) 

tbe 1 

(Check ODC box ) 




□ Health Care Business 

□ Chapter 7 

□ Individual (includes Joint Debtors) 

□ Single Asset Real Estate as defined in 

□ Chapter 9 

See Exhibit D on page 2 of this form. 

11 U.S.C. § 101(51B) 

□ Chapter 1 1 

□ Corporation (includes LLC and LLP) 

□ Railroad 

□ Chapter 12 

O Partnership 

Q Stockbroker 

□ Chapter 13 

□ Other (If debtor is not one of the above entities. 

□ Commodity Broker 


check this box and state type of entity below.) 

□ Clearing Bank 



□ Other 



Tax-Exempt Entity 

(Check box, if applicable.) 


□ Chapter 15 Petition for 
Recognition of a Foreign 
Main Proceeding 
D Chapter 15 Petition for 
Recognition of a foreign 
Noninain Proceeding 

Nature ofDebts 

(Check one box.) 


Debtor is a tax-exempt organization 
under Title 26 of the United States 
Code (the Internal Revenue Code). 


Filing Fee (Check one box.) 


□ Full Filing Fee attached. 


le.) □ Debts are primarily consumer □ Debts are primarily 

debts, defined in 1 1 U.S.C. business debts, 

smizalion § 101(8) as “incurred by an 

;d States individual primarily for a 

e Code). personal, family, or house- 

hold purpose.” 

Chapter II Debtors 

Check one box: 

□ Debtor is a small business debtor as defined in 1 1 U.S.C. § 101(5 ID). 


□ Filing Fee to be paid in installments (applicable to individuals only). Must attach □ Debtor is not a small business debtor as defined in 11 U.S.C. § 10 1(51 D). 
signed application for the court’s consideration certifying that the debtor is 
unable to pay fee except in installments, Rule 1006(b). See Official Form 3A. Check If; 


□ Filing Fee waiver requested (applicable to chapter 7 individuals only). Must 
attach signed application for the court's consideration. See Official Form 3B. 


Statistical/Administrative Information 


Check if: 

□ Debtor’s aggregate noncontingent liquidated debts (excluding debts 
insiders or affiliates) are less than S2. 190,000. 

Check all applicable boxes: 

□ A plan is being filed wilh this petition. 

□ Acceptances of the plan were solicited prepetition from one or mors 

of creditors, in accordance wilh 11 U.S.C. § 1 126(b). 


SPACE IS FOR COVRT 


Debtor estimates that funds will be available for dislribution to unsecured creditors. 
Debtor estimates that, after any exempt property is excluded and administrative 

aid, there will be no funds available for distribution fo unsecured creditors. 


Estimated Number of Creditors 

1- 50- 100- 200- 

49 99 199 999 

1,000- 5,001- 

5,000 10,000 

10.001- 

25,000 

25,001- 50,00! 

50,000 100,000 

Over 

100,000 

□ 

□ 

□ 

□ 

□ 

□ 

n 

□ 

□ 

n 

Estimated Assets 
□$0to 
$10,000 

□$10,000 to 
$100,000 

□ $100,000 to 

$1 million 

□$1 million to 
SlOO million 

□More than SlOO million 

Estimated Liabilities 

□so to 
$50,000 

□$50,000 to 
$100,000 

□ $100,000 to 

Si million 

□ $1 million to 
$100 million 

□More than $100 i 

million 







204 


omcia! Form 1 f04/07> 


Form Bl.PaseZ 

Voluntary Petition 

(This Daze must be completed and filed in every case.) 

Name of Debtor(s): 

1 

All Prior Bankruptcy Cases Filed Within Last 8 Years (If more than two. attach additional sheet. 1 1 

Location 

Where Filed: 

Case Number: 

Date Filed: 

Location 

Where Filed: 

Case Number: 

Date Filed: 


Name of Debtor; 

Case Number: 

Date Filed: 

District: 

Relationship: 

Judge: 

Exhibit A 

(To be completed if debtor is required to file periodic reports (e.g,, forms ICK and 
lOQ) with the Securities and Exchange Commission pursuant to Section 13 or 15(d) 
of the Securities Exchange Act of 1934 and is requesting relief under chapter 1 1.) 

Exhibit B 

(To be completed if debtor is an individual 
whose debts are primarily consumer debts.) 

I, the attorney for the petitioner named in the foregoing petition, declare that I 
have informed the petitioner that [he or she] may proceed under chapter 7, 1 1, 

12, or 13 of title 11, United States Code, and have explained the relief 
available under each such chapter. I further certify that I have delivered to the 
debtor the notice required by 1 1 U.S.C. § 342(b). 

n Exhibit A is attached and made a part of this petition. 

X 

___ 

Sienature of Attomev for Debtorfs) (Date) 1 


Exhibit C 


Does the debtor own or have possession of any property that poses or is alleged to pose a threat of imminent and identifiable harm to public health or safety? 

□ Yes, and Exhibit C is attached and made a pan of this petition. 

□ No. 


Exhibit D 

(To be completed by every individual debtor. If ajoint petition is filed, each spouse must complete and attach a separate Exhibit D.) 

□ Exhibit D completed and signed by the debtor is attached and made a part of this petition. 

If this is ajoint petition: 

□ Exhibit D also completed and signed by the joint debtor is attached and made a part of this petition. 


laformatioD Regarding the Debtor - Venue 

(Check any applicable box.) 

□ Debtor has been domiciled or has had a residence, principal place of business, or principal assets in this District for 180 days immediately 
preceding the date of this petition or for a longer part of such 180 days than in any other District. 

□ There is a bankruptcy case concerning debtor’s affiliate, general partner, or partnership pending in this District. 

O Debtor is a debtor in a foreign proceeding and has its principal place of business or principal assets in the United States in this District, or 
has no principal place of business or assets in the United Slates but is a defendant in an action or proceeding [in a federal or state court] in 
this District, or the interests of the parties will be served in regard to the relief sought in this District. 


Statement by a Debtor Who Resides as a Tenant of Residential Property 

(Check alt applicable boxes.) 

□ Landlord has a judgment against the debtor for possession of debtor’s residence. (If box checked, complete the following.) 


(Name of landlord that obtained judgment) 


(Address of landlord) 

□ Debtor claims that under applicable nonbankruptcy law, there are circumstances under which the debtor would be permitted to cure the 

entire monetary default that gave rise to the Judgment for possessioa afterthejudgment for possession was entered, and 

O Debtor has included with this petition the deposit with the court of any rent that would become due during the 30-day period after the 

filing of the petition, 
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I declare under penalty of perjury that the informaiion provided in this petition is tnie 
and correct. 

[If petitioner is an individual whose debts are primarily consumer debts and has 

I declare under penalty of perjury that the information provided in this petition is true 
and correct, that I am the foreign representative of a debtor in a foreign proceeding, 
and that I am authorized to file this petition. 

chosen to file under chapter 7] I am aware that ! may proceed under chapter 7,11,12 
or 1 3 of title 1 1 , United States Code, understand the relief available under each such 

(Check only one box.) 

chapter, and choose to proceed under chapter 7. 

[If no attorney represents me and no bankruptcy petition preparer signs the petition] I 
have obtained and read the notice required by 1 1 U.S.C. § 342(b). 

Q 1 request relief in accordance with chapter 15 of title 1 1, Uniled Stales Code. 
Certified copies of the documents required by 1 1 U.S.C. § 1515 are atiached. 

I request relief in accordance with the chapter of title 11, United States Code, 
specified in this petition. 

D Pursuant to 11 U.S.C. § 1511,1 request relief in accordance with the 
chapter of title 1 1 specified in this petition. A certified copy of the 
order granting recognition of the foreign main proceeding is atiached. 

X 

Signature of Debtor 

X 

(Signature of Foreign Representative) 

X 

Signature of Joint Debtor 

(Printed Name of Foreign Representative) 

Telephone Number (if not represented by attorney) 

Date 

Date 

Signature of Attorney 

Signature of Non-Attorney Bankruptcy Petition Preparer 

X 

signature of Attorney for DebloKs) 

Primed Name of Attorney for Debtoifs) 

Firm Name 

Address 

I declare under penally of peijury that: (1) I am a bankruptcy petition preparer as 
defined in 1 1 U.S.C. § 1 10; (2) 1 prepared this document for compensation and have 
provided the debtor with a copy of this document and the notices and information 
required under 11 U.S.C. §§ n0(b), 110(h), and 342(b); and, (3)if rules or 
guidelines have been promulgated pursuant to U U.S.C § 110(h) setting a maximum 
fee for services chargeable by bankruptcy petition preparers, I have given the debtor 
notice of the maximum amount before preparing any document for filing for a debtor 
or accepting any fee from the debtor, as required in that section. Official Form 19B 
is attached- 

Telephone Number 

Printed Name and title, if any, of Bankruptcy Petition Preparer 

Date 

Signature of Debtor (Corporation/Partnership) 

I declare under penalty of petjury that the information provided in this petition is true 
and correct, and that 1 have been authorized to file this petition on behalf of the 

Social Security number (If the bankruptcy petition preparer is not an individual, 
state the Social Security number of the officer, principal, responsible person or 
partner of the bankruptcy petition preparer.) (Required by 11 U.S.C. § 110.) 

debtor. 

Address 

The debtor requests the relief in accordance with the chapter of title 1 1 , United States 
Code, specified in this petition. 

Y 

X 

Signature of Authorized Individual 

Date 

Printed Name of Authorized Individual 

Title of Authorized Individual 

Signature of bankruptcy petition preparer or olTicer. principal, responsible person, or 
partner whose Social Security number is provided above. 

Date 

Names and Social Security numbers of all other individuals who prepared or assisted 
in preparing this document unless the bankruptcy petition preparer is not an 
individual. 


If more than one person prepared this document, attach additional sheets conforming 
to the appropriate official form for each person. 


A bankruptcy ptiiiion preparer's failure to comply with the provisions of title 1! and 
the Federal Rules of Bankruptcy Procedure may result in fines or imprisonment or 
both 11 U.S.C. § 110: IS U.S.C. f 1S6. 
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(10/05) 


In rc 


United States Bankruptcy Court 

District Of 


Debtor 


Case No. 
Chapter _ 


LIST OF CREDITORS HOLDING 20 LARGEST UNSECURED CLAIMS 

Following is the list of the debtor’s creditors holding the 20 largest unsecured claims, The list is 
prepared in accordance with Fed. R. Bankr. P. 1007(d) for filing in this chapter 1 1 [or chapter 9] case. 
The list does not include (1) persons who come within the definition of “insider” set forth in 1 1 U.S.C. 

§ 101, or (2) secured creditors unless the value of the collateral is such that the unsecured deficiency 
places the creditor among the holders of the 20 largest unsecured claims. If a minor child is one of the 
creditors holding the 20 largest unsecured claims, indicate that by stating “a minor child” and do not 
disclose the child’s name. See 11 U.S.C. § 112: Fed. R. Bankr. P. 1007(m). 


0) 

(2) 

(3) 

(4) 

(5) 

Name of creditor 

Name, telephone number and 

Nature of claim 

Indicate if claim 

Amount of claim 

and complete 

complete mailing address. 

(trade debt, bank 

is contingent. 

[if secured also 

mailing address 

including zip code, of 

loan, government 

unliquidated. 

stale value of 

including zip 

employee, agent, or department 

contract, etc.) 

disputed or 

security] 


of creditor familiar with 
claim who may be contacted 


subject to setoff 




Debtor 


[Declaration as in Form 2] 



207 


Oflicial Form 6 - Summary (10/06) 

United States Bankruptcy Court 

District Of 


In re 

Debtor 


SUMMARY OF SCHEDULES 


Case No. 
Chapter _ 


Indicate as to each schedule whether that schedule is attached and state the number of pages in each. Report the totals from Schedules A, B, D, E, F, I, 
and J in the boxes provided. Add the amounts from Schedules A and B to determine the total amount of the debtor’s assets. Add the amounts of all 
claims from Schedules D, E, and F to determine the total amount of the debtor’s liabilities. Individual debtors also must complete the “Statistical 
Summary of Certain Liabilities and Related Data” if they file a case under chapter 7, 11, or 13. 


NAME OF SCHEDULE 

ATTACHED 

(YES/NO) 

NO. OF SHEETS 

ASSETS 

LIABILITIES 

OTHER 

A - Real Property 



$ 



B - Personal Property 



$ 



C • Property Claimed 
as Exempt 






D - Creditors Holding 

Secured Claims 




$ 


E • Creditors Holding Unsecured 

Priority Claims 

(Total of Claims on Schedule E) 




$ 


F - Creditors Holding Unsecured 

Nonpriority Claims 




S 


G • Executory Contracts and 

Unexpired Leases 






H - Codebtors 






I - Current Income of 

Individual Debtor(s) 





S 

J - Current Expenditures of Individual 
Debtors(s) 





$ 

TOTAL 


S 

s 
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Official Form 6 • Statistical Summary (10/06) 

United States Bankruptcy Court 

District Of 


in re 


Debtor 


Case No. 
Chapter _ 


STATISTICAL SUMMARY OF CERTAIN LIABILITIES AND RELATED DATA (28 U.S.C. § 159) 

If you are an individual debtor whose debts are primarily consumer debts, as defined in § 101(8) of the Bankruptcy Code (11 U.S.C. 

§ 101(8)), filing a case under chapter 7, 11 or 13, you must report all infonnation requested below. 

□ Check this box if you are an individual debtor whose debts are NOT primarily consumer debts. You are not required to report any 
information here. 

This informatioa is for statistical purposes only under 28 U.S.C. § 159. 

Summarize the fallowing types of liabilities, as reported in the Schedules, and total them. 


Type ofLiability 

Amount 

Domestic Support Obligations (from Schedule E) 

$ 

Taxes and Certain Other Debts Owed to Governmental Units 
(from Schedule E) (whether disputed or undisputed) 

$ 

Claims for Death or Personal Injury While Debtor Was 

Intoxicated (from Schedule E) 

$ 

Student Loan Obligations (from Schedule F) 

$ 

Domestic Support, Separation Agreement, and Divorce Decree 
Obligations Not Reported on Schedule E 

S 

Obligations to Pension or Profit-Sharing, and Other Similar 
Obligations (from Schedule F) 

$ 

TOTAL 

$ 


State the following; 


Average Income (from Schedule I, Line 16) 

$ 

Avenge Expenses (from Schedule J, Line 18) 

$ 

Current Monthly Income (from Form 22A Line 12; OR, Form 

22B Line 11; OR, Form 22C Line 20 ) 

$ 


State the following: 


1. Total from Schedule D, “UNSECURED PORTION, IF 

ANY” column 



2. Total from Schedule E, “AMOUNT ENTITLED TO 
PRIORITY” column. 

s 


3. Total from Schedule E, “AMOUNT NOT ENTITLED TO 
PRIORITY, IF ANY” column 



4. Total from Schedule F 

: .... 


• 

5. Total of non-priority unsecured debt (sum of 1, 3, and 4) 
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Form B6A 
(10/05) 

In re , Case No. 

Debtor (Ifknown) 

SCHEDULE A - REAL PROPERTY 


Except as directed below, list all real property in which the debtor has any legal, eqnitable, or future interest, including all property owned as a co- 
tenant, conununity property, or in which the debtor has a life estate, Include any property in which the debtor holds rights and powers exercisable for 
the debtor’s own benefit. If the debtor is married, state whether husband, wife, or both own the property by placing an “H,” “W,” “J,” or “C” in the 
column labeled “Husband, Wife, Joint, or Community.” If the debtor holds no interest in real property, write “None” under “Description and Location 
of Property.” 

Do not include interests in executory contracts and unexpired leases on this schedule. List them in Schedule G - Executory Contracts and 
Unexpired Leases. 

If an entity claims to have a lien or hold a secured interest in any property, state the amount of the secured claim. See Schedule D. If no entity claims 
to hold a secured interest in the property, write “None” in Ihe column labeled “Amount of Secured Claim,” 

If the debtor is an individual or ifa joint petition is filed, state the amount of any exemption claimed in the property only in Schedule C ■ Property 
Claimed as Exempt. 


DESCRimON AND 

LOCATION OF 

PROPERTY 

NATURE OF DEBTOR’S 
INTEREST IN PROPERTY 

is 

i 

CURRENT VALUE 

OF DEBTOR’S 
INTEREST IN 
PROPERTY, WITHOUT 
DEDUCTING ANY 
SECURED CLAIM 

OR EXEMPTION 

AMOUNT OF 
SECURED 

CLAIM 






Total>- 




(Report also on Summary of Schedules.) 
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Farm B6B 

(10/05) 

In re , Case No. 

Debtor (Ifknown) 


SCHEDULE B - PERSONAL PROPERTY 

Exceptasdirectedbelow, list all personal property of the debtorof whatever kind. Iflhe debtor has no property in one or more of the categories, 
place an “x” in the appropriate position in the column labeled “None.” If additional space is needed in any categocy, attach a separate sheet properly 
identified with the case name, case number, and the number of the category. If the debtor is raanied, slate whether husband, wife, or both own the 
property by placing an “H,” “W,” “J,” or “C” in the column labeled “Husband, Wife, Joint, or Community.” If the debtor is an individual or a joint 
petition is filed, slate the amount of any exemptions claimed only in Schedule C - Property Claimed as Exempt. 

Do not list interests in executory contracts and unexpired leases on this schedule. List them in Schedule G - Executory Contracts and 
Unexpired Leases. 

If the property is being held for the debtor by someone else, state that person’s name and address under “Description and Location of Property.” In 
providing the information requested in this schedule, do not include the name or address of a minor child. Simply state “a minor child.” 


TYPE OF PROPERTY 

N 

0 

N 

E 

DESCRIPTION AND LOCATION 

OF PROPERTY 

s 

i 

CURRENT VALUE OF 
DEBTOR’S INTEREST 

IN PROPERTY, WITH- 
OUT DEDUCTING ANY 
SECURED CLAIM 

OR EXEMPTION 

1. Cash on hand. 

2. Checking, savings or other finan- 
cial accounts, certificates of deposit, 
or shares in banks, savings and loan, 
thrift, building and loan, and home- 
stead associations, or credit unions, 
brokerage houses, or cooperatives. 

3. Security deposits with public util- 
ities, telephone companies, land- 
lords, and others. 

4. Household goods and furnishings, 
including audio, video, and computer 
equipment. 

5. Books, pictures and other art 
objects; antiques; stamp, coin, 
record, tape, compact disc, and other 
collections or collectibles. 

6. Wearing apparel. 

7. Furs andjewelry. 

8. Firearms and sports, photo- 
graphic. and other hobby equipmenU 

9. Interests in insurance policies. 

Name insurance company of each 
policy and itemize surrender or 
refund value of each. 

10. Annuities. Itemize and name 
each issuer. 

1 1. Interests in an education IRA as 
defined in 26 U.S.C. § 530(bXl) or under 
a qualified State tuition plan as defined in 

26 U.S.C. § 529(b)(1). Give particulars. 

(File separately the record(s) of any such 
interests). 1 1 U.S.C. § 521(c); Rule 
1007(b)). 
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In re 


Debtor 


Case No. 


(If known) 


SCHEDULE B - PERSONAL PROPERTY 

(Continuation Sheet) 


TYPE OF PROPERTY 

N 

0 

N 

E 

DESCRIPTION AND LOCATION 

OF PROPERTY 

S' 

a 

If 

11 

CURRENT VALUE OF 
DEBTOR’S INTEREST 

IN PROPERTY, WITH- 
OUT DEDUCTING ANY 
SECURED CLAIM 

OR EXEMPTION 

12. Interests in IRA, ERISA, Keogh, or 
other pension or profit sharing plans. 

Give particulars. 

13. Stock and interests in incorpo- 
rated and unincorporated businesses. 

Itemize. 

14. Interests in partnerships or joint 
ventures. Itemize. 

1 5. Government and corporate bonds 
and other negotiable and non- 
negotiable instruments. 

16. Accounts receivable. 

17. Alimony, maintenance, support, 
and property settlements to which the 
debtor is or may be entitled. Give 
particulars. 

1 8. Other liquidated debts owed to 
debtor including tax refunds. Give 
particulars. 

19. Equitable or future interests, life 
estates, and tights or powers exercis- 
able for the benefit of the debtor other 
than those listed in Schedule A - Real 
Property. 

20. Contingent and noncontingeni 
interests in estate of decedent, death 
benefit plan, life insurance policy, or trust. 

21. Other contingent and unliquidated 
claims of every nature, including tax 
refunds, counterclaims of the debtor, and 
rights to setoff claims. Give estimated 
value of each. 
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Form B6B-conl, 
(10/05) 


lore , Case No. 

Debtor (Ifknown) 


SCHEDULE B -PERSONAL PROPERTY 

(CantinuBtion Sheet) 


TYPE OF PROPERTY 

N 

0 

N 

E 

DESCRIPTION AND LOCATION 

OF PROPERTY 

ii 

gs 

Ii 

CURRENT VALUE OF 
DEBTOR’S INTEREST 

IN PROPERTY, WITH- 
OUT DEDUCTING ANY 
SECURED CLAIM 

OR EXEMPTION 

22. Patents, copyrights, and other 
intellectual property. Give particulars. 

23. Licenses, franchises, and other genera! 
intangibles. Give particulars. 

24. Customer lists or other compilations 
containing personally identifiable 
information (as defined in 11 U.S.C. § 

101 (41 A)) provided to the debtor by 
individuals in connection with obtaining 
a product or service from the debtor 
primarily for personal, family, or 
household purposes. 

25. Automobiles, trucks, traileis, 
and other vehicles and accessories. 

26. Boats, motors, and accessories. 

27. Aircraft and accessories. 

28. Office equipment, furnishings, 
and supplies. 

29. Machinery, fixtures, equipment, 
and supplies used in business. 

30. Inventory. 

31. Animals. 

32. Crops - growing or harvested. 

Give particulars. 

33. Fanning equipment and implements. 

34 . Farm supplies, chemicals, and feed. 

35. Other personal property of any kind 
not already listed. Itemize. 





continuation sheets attached Toml^ 

$ 


(Include amounts from any continuation 
sheets attached. Report total also on 


Summary of Schedules.) 
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Official Form 6C (04/07) 

lure » Case No. 

Debtor (ifkDOwn) 

SCHEDULE C - PROPERTY CLAIMED AS EXEMPT 


Debtor claims the exemptions to which debtor is entitled under; □ Check if debtor claims a homestead exemption that exceeds 

{Check one box) $136,875 

□ 11 U.S.CJ 522(b)(2) 

□ II U.S.C, § 522(b)(3) 
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Official Form 6D (10/06) 

In re , Case No. 

Debtor (if known) 

SCHEDULE D - CREDITORS HOLDING SECURED CLAIMS 

State the name, mailing address, including zip code, and last four digits of any account number of all entities holding claims secured by 
property of the debtor as of the date of filing of the petition. The complete account number of any account the debtor has with the creditor is useful 
to the trustee and the creditor and may be provided if the debtor chooses to do so. List creditors holding all types of secured interests such as 
judgment liens, garnishments, statutory liens, mortgages, deeds of trust, and other security interests. 

List creditors in alphabetical order to the extent practicable. If a minor child is a creditor, indicate that by stating “a minor child” and do 
not disclose the child’s name. See 1 1 U.S.C. § 1 12. If “a minor child” is stated, also include the name, address, and legal relationship to the minor 
child of a person described in Fed. R. Bankr. P. 1007(m). If all secured creditors will not fit on this page, use the continuation sheet provided. 

If any entity other than a spouse in a joint case may be jointly liable on a claim, place an‘'X” in Ihe column labeled “Codebtor,” include the 
entity on the appropriate schedule of creditors, and complete Schedule H- Codebtors. If a joint petition is Qled, state whether the husband, wife, 
both of them, or the marital community may be liable on each claim by placing an “H,” "W,” “J,” or “C” in the column labeled “Husband, Wife, 

Joint, or Community.” 

If the claim is contingent, place an “X” in the column labeled “Contingent.” If the claim is unliquidated, place an“X” in the column 
labeled “Unliquidated.” If the claim is disputed, place an “X” in the column labeled “Disputed.” (You may need to place an “X” in more than one of 
these three columns.) 

Total the columns labeled “Amount of Claim Without Deducting Value of Collateral” and “Unsecured Portion, if Any” in the boxes 
labeled “Total{s)” on the last sheet of the completed schedule. Report the total from the column labeled “Amount of Claim Without Deducting Value 
of Collateral” also on the Summary of Schedules and, if the debtor is an individual with primarily consumer debts, report the total from the colunm 
labeled “Unsecured Portion, if Any” on the Statistical Summary of Certain Liabilities and Related Data. 

□ Check this box if debtor has no creditors holding secured claims to report on this Schedule D. 


CREDITOR’S NAME AND 
MAILING ADDRESS 
INCLUDING ZIP CODE AND 
AN ACCOUNT NUMBER 
(See Instructions Above.) 

CODEBTOR 1 

HUSBAND, WIFE, 
JOINT, OR 
COMMUNITY 

DATE CLAIM WAS 
INCURRED, 
NATURE OF LIEN , 
AND 

DESCRIPTION 
AND VALUE OF 
PROPERTY 
SUBJECT TO LIEN 

CONTINGENT 

UNLIQUIDATED 

DISPUTED 

AMOUNT OF CLAIM 
WITHOUT 
DEDUCTING VALUE 
OF COLLATERAL 

UNSECURED 
PORTION, IF 
ANY 

ACCOUNT NO. 



VALUE $ 






ACCOUNT NO. 



VALUES 






ACCOUNT NO. 



VALUE $ 






conrinuation sheets Subtotal ► 

attached (Total of this page) 

Total ► 

(Use only on last page) 

$ 

$ 

$ 

$ 


(Report also on Summary of Of applicable, report 
Schedules.) also on Statistical 


Summary of Certain 
Liabilities and Related 
Data.) 
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Ofiicial Form 6D (10/06) - Cont. 

In re , Case No. 

Debtor (if known) 

SCHEDULE D - CREDITORS HOLDING SECURED CLAIMS 

(Continuation Sheet) 



Summary of Schedules.) report also on 

Slfltistical Summary 
of Certain 
Liabilities and 
Related Data.) 
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Official Form 6E (04/07) 


In re , Case No. 

Debtor (if known) 

SCHEDULE E - CREDITORS HOLDING UNSECURED PRIORITY CLAIMS 


A complete list of claims entitled to priority, listed separately by type of priority, is to be set forth on the sheets provided. Only holders of 
unsecured claims entitled to priority should be listed in this schedule. In the boxes provided on the attached sheets, state the name, mailing address, 
including zip code, and last four digits of the account number, if any, of all entities holding priority claims against the debtor or the property of the 
debtor, as of the date of the filing of the petition. Use a separate continuation sheet for each type of priority and label each with the type of priority. 

The complete account number of any account the debtor has with the creditor is useful to the trustee and the creditor and may be provided if the 
debtor chooses to do so. If a minor child is a creditor, indicate that by stating “a minor child” and do not disclose the child’s name. See 1 1 U.S.C. § 
112. If “a minor child” is stated, also include the name, address, and legal relationship to the minor child of a person described in 
Fed.R. Bankr. P. 1007(in). 

If any entity other than a spouse in a joint case may be jointly liable on a claim, place an "X" in the column labeled ''Codebtor, " include the 
entity on the appropriate schedule of creditors, and complete Schedule H-Codebtors. If a joint petition is filed, slate whether the husband, wife, both 
of them, or the marital community may be liable on each claim by placing an "H," "W," "J," or "C" in the column labeled "Husband, Wife, Joint, or 
Community," If the claim is contingent, place an "X" in the column labeled "Contingent." If the claim is unliquidated, place an "X" in the column 
labeled "Unliquidated.” If the claim is disputed, place an "X" in the column labeled "Disputed." (You may need to place an "X" in more than one of 
these three columns.) 

Report the total of claims listed on each sheet in the box labeled "Subtotals" on each sheet. Report the total of all claims listed on this Schedule 
E in the box labeled “Total” on the last sheet of the completed schedule. Report this total also on the Summary of Schedules, 

Report the total of amounts entitled to priority listed on each sheet in the box labeled "Subtotals" on each sheet. Report the total of all amounts 
entitled to priority listed on this Schedule E in the box labeled “Totals” on the last sheet of the completed schedule. Individual debtors with 
primarily consumer debts who file a case under chapter 7 or 13 report this total also on the Statistical Summary of Certain Liabilities and Related 
Data. 

Report the total of amounts not entitled to priority listed on each sheet in the box labeled “Subtotals” ou each sheet. Report the total of all 
amounts not entitled to priority listed on this Schedule E in the box labeled “Totals” on the last sheet of the completed schedule. Individual debtors 
with primarily consumer debts who file a case under chapter 7 report this total also on the Statistical Summary of Certain Liabilities and Related 
Data, 

□ Check this box if debtor has no creditors holding nnsecured priority claims to report on this Schedule E. 

TYPES OF PRIORITY CLAIMS (Check the appropriate boxfes) below if claims in that category are listed on the attached sheets) 

□ Domestic Support Obligations 

Claims for domestic support that are owed to or recoverable by a spouse, former spouse, or child of the debtor, or the parent, legal guardian, or 
responsible relative of such a child, or a governmental unit to whom such a domestic support claim has been assigned to the extent provided in 
11 U.S.C. § 507(a)(1). 

□ Extensions of credit in an involuntary case 

Claims arising in the ordinary course of the debtor's business or financial affairs after the commencement of the case but before the earlier of the 
appointment of a trustee or the order for relief- 1 1 U.S.C, § 507(a)(3). 

□ Wages, salaries, and commissions 

Wages, salaries, and commissions, including vacation, severance, and sick leave pay owing to employees and commissions owing to qualifying 
independent sales representatives up to $10,950* per person earned within 180 days immediately preceding the filing of the original petition, or the 
cessation of business, whichever occurred first, to the extent provided in 11 U.S.C. § 507(a)(4). 

□ Contributions to employee benefit plans 

Money owed to employee benefit plans for services rendered within 1 80 days immediately preceding the filing of the original petition, or the 
cessation of business, whichever occurred first, to the extent provided in 11 U.S.C. § 507(a)(5). 
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Ofllcial Form 6E (04/07) - Cont. 

In re , Case No. 

Debtor (if known) 

□ Certain farmers and fishermen 

Claims of certain farmers and fishermen, up to $5,400* per farmer or fisherman, against the debtor, as provided in 1 1 U.S.C, § 507(a)(6). 

□ Deposits by individuals 

Claims of individuals up to $2,425* for deposits for the purchase, lease, or rental of property or services for personal, family, or household use, 
that were not delivered or provided. 1 1 U.S.C. § 507(a)(7). 


□ Taxes and Certain Other Debts Owed to Governmental Units 

Taxes, customs duties, and penalties owing to federal, state, and local governmental units as set forth in 1 1 U.S.C. § 507(a)(8). 

□ Commitments to Maintain the Capital of an Insured Depository Institution 

Claims based on commitments to the FDIC, RTC, Director of the Office of Thrift Supervision, Comptroller of the Currency, or Board of 
Governors of the Federal Reserve System, or their predecessors or successors, to maintain the capita! of an insured depository institution. 11 U.S.C. 
§ 507 (a)(9). 

□ Claims for Death or Personal Injury While Debtor Was Intoxicated 

Claims for death or personal injury resulting from the operation of a motor vehicle or vessel while the debtor was intoxicated from using alcohol, a 
drug, or another substance. 1 1 U.S.C. § 507(a)(10). 


• Amounts are subject to adjustment on April 1, 2010, and every three years thereafter with respect to cases commenced on or after the date of 
adjustment. 


continuation sheets attached 
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Official Form 6E (04/07) - Cont, 

In re , Case No. 

Debtor (If known) 

SCHEDULE E - CREDITORS HOLDING UNSECURED PRIORITY CLAIMS 

(Continuation Sheet) 


Type of Priority for Claims Listed on This Sheet 


CREDITOR’S NAME. 
MAILING ADDRESS 
INCLUDING ZIP CODE, 

AND ACCOUNT NUMBER 
(See inslruelions above.) 

§ 

h- 

ea 

u 

a 

8 

HUSBAND, WIFE, 

JOINT, OR 
COMMUNITY 

— 

DATE CLAIM WAS 
INCURRED AND 
CONSIDERATION 
FOR CLAIM 

CONTINGENT 

UNLIQUIDATED 

DISPUTED 

AMOUNT 

OF 

CLAIM 

AMOUNT 

ENTITLED 

TO 

PRIORITY 

AMOUNT 

NOT 

ENTITLED 

TO 

PRIORITY, IF 
ANY 

Account No. 










Account No. 


1 



1 





Account No. 

1 

1 


1 

1 





Account No. 

1 

1 

■ 

1 



■ 



Sheet na. of continuation sheets attached to Schedule of 

Creditors Holding Priority Claims 

Subtotals^ 
(Totals of this page) 

S 

S 


Total> 

(Use only on last page of the completed 
Schedule E. Report also on the Summary 
of Schedules.) 

Totais> 

(Use only on last page of the completed 
Schedule E. If applicable, report also on 
the Statistical Summary of Certain 

Liabilities and Related Data) 

s 




HI 

$ 
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Official Form 6F (10/06) 

lore , Case No. 

debtor (if known) 

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS 

State thename, mailing address, including zip code, and last four digits of any accountnumber, ofall entities holding unsecured claims without priority against 
the debtor or the property of the debtor, as of the date of filing of the petition. The complete account number of any account the debtor has with the creditor is 
useful to the trustee and the creditor and may be provided if the debtor chooses to do so. If a minor child is a creditor, indicate that by stating '‘a minor child” 
and do not disclose the child’s name. See 11 U.S.C. § 112. If“a minor child” is stated, aiso include thename, address, and legal relationship to the minor child 
of a person described in Fed. R. Bankr. P. 1007(m). Do not include claims listed in Schedules D and E. If all creditors will not fit on this page, use the 
continuation sheet provided. 

If any entity other than a spouse in a joint case may be jointly liable on a claim, place an “X” in the column labeled “Codebtor,” include the entity on the 
appropriate schedule of creditors, and complete Schedule H - Codebtors. If a joint petition is filed, state whether the husband, wife, both of them, or the marital 
community may be liable on each claim by placing an “H,” “W,” “J,” or “C” in the column labeled “Husband, Wife, Joint, or Community.” 

If the claim is contingent, place an “X” in the column labeled “Contingent,” Ifthe claim is unliquidated, place an “X” in the column labeled “Unliquidated.” 
If the claim is disputed, place an “X” in the column labeled “Disputed.” (You may need to place an “X” in more than one of these three columns.) 

Report the total of all claims listed on this schedule in the box labeled “Total” on the last sheet of the completed schedule. Report this total also on the 
Summary of Schedules and, if the debtor is an individual with primarily consumer debts filing a case under chapter 7, report this total also on the Statistical 
Summary of Certain Liabilities and Related Data.. 


□ Check this box if debtor has no creditors holding unsecured claims to report on this Schedule F. 


CREDITOR’S NAME, 
MAILING ADDRESS 
INCLUDING ZIP CODE, 
AND ACCOUNT NUMBER 

(See instruciions above.) 

CODEBTOR 

HUSBAND, WIFE, 
JOINT, OR 
COMMUNITY 

DATE CLAIM WAS 
INCURRED AND 
CONSIDERATION FOR 
CLAIM. 

IF CLAIM IS SUBJECT TO 
SETOFF, SO STATE. 

O 

s 

o 

u 

UNLIQUIDATED 

DISPUTED 

AMOUNT OF 
CLAIM 

ACCOUNT NO. 









ACCOUNTNO 









ACCOUNT NO. 









ACCOUNT NO. 









Subtotal> 

continuation sheets attached Totals 

(Use only on last page of the completed Schedule F.) 
(Report also on Summary of Schedules and. if applicable, on the Statistical 
Summafy of Certain Liabilities and Related Data.) 

$ 

$ 
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Official Form 6F (10/06) - Cont. 


In re 


Debtor 


Case No. 


(if known) 


SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS 


(Continuation Sheet) 


CREDITOR’S NAME, 
MAILING ADDRESS 
INCLUDING ZIP CODE, 
AND ACCOUNT NUMBER 
(See instructions above.) 

CODEBTOR 

Clf 

fc >■ 

5 ^ b 

Q f-'S 

“ 2 n 
p 

D o 

X 

DATE CLAIM WAS 
INCURRED AND 
CONSIDERATION FOR 
CLAIM. 

IF CLAIM IS SUBJECT TO 
SETOFF, SO STATE. 

CONTINGENT 

UNLIQUIDATED 

DISPUTED 

AMOUNT OF 
CLAIM 

ACCOUNT NO. 

1 







ACCOUNT NO. 








ACCOUNT NO. 








ACCOUNT NO. 








ACCOUNT NO. 

1 







Sheet no. of continuation sheets attached Subtolal> 

to Schedule of Creditors Holding Unsecured 

Nonprionty Claims 

Total> 

(Use only on last page of the completed Schedule F.) 
(Report also on Summary of Schedules and, if applicable on the Statistical 
Summary of Certain Liabilities and Related Data,) 

S 

s 
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Form Dfia 
(iOAI5> 

In re , Case No. 

Debtor (if known) 

SCHEDULE G - EXECUTORY CONTRACTS AND UNEXPIRED LEASES 

Describe all executory contracts of any nature and all unexpired leases of real or personal properly. Include any timeshare 
interests. State nature of debtor’s interest in contract, i.e., “Purchaser,” “Agent,” etc. State whether debtor is the lessor or 
lessee of a lease. Provide the names and complete mailing addresses of all other parties to each lease or contract described. If 
a minor child is a party to one of the leases or contracts, indicate that by stating “a minor child” and do not disclose the child’s 
name. See 11 U.S.C. § 112; Fed.R. Bankr. P. !007(m). 


n Check this box if debtor has no executory contracts or unexpired leases. 


DESCRIPTION OF CONTRACT OR LEASE AND 
NATURE OF DEBTOR’S INTEREST. STATE 
WHETHER LEASE IS FOR NONRESIDENTUL 
REAL PROPERTY. STATE CONTRACT 
NUMBER OF ANY GOVERNMENT CONTRACT. 


NAME AND MAILING ADDRESS, 
INCLUDING ZIP CODE, 

OF OTHER PARTIES TO LEASE OR CONTRACT. 
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Form B6H 
( 10 / 05 ) 


In re , Case No. 

Debtor (if known) 


SCHEDULE H - CODEBTORS 


Provide the information requested concerning any person or entity, other than a spouse in a joint case, that is also liable on any debts listed by 
debtor in the schedules of creditors. Include all guarantors and co-signers. If the debtor resides or resided in a community property state, 
commonwealth, or territory (including Alaska, Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Puerto Rico, Texas, Washington, or 
Wisconsin) within the eight year period immediately preceding the commencement of the case, identify the name of the debtor’s spouse and of any 
former spouse who resides or resided with the debtor in the community property state, commonwealth, or territory. Include all names used by the 
nondebtor spouse during the eight years immediately preceding the commencement of this case. If a minor child is a codebtor or a creditor, indicate 
that by stating “a minor child” and do not disclose the child’s name. See 11U.S.C.§112; Fed. Bankr. P. 1007(m). 

□ Check this box if debtor has no codebtors. 
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Official Form 61 (10/06) 




Debtor 


Case No._ 


(if known) 


SCHEDULE I - CURRENT INCOME OF INDIVIDUAL DEBTOR(S) 

The column labeled “Spouse” must be completed in all cases filed by joint debtors and by every manied debtor, whether or not a Joint petition is 
filed, unless the spouses are separated and a joint petition is not filed. Do not state the name of any minor child. 



Employment: DEBTOR SPOUSE 

Occupation 

Name of Employer 

How long employed 



INCOME: (Estimate of average or projected monthly income at time 
case filed) 

1. Monthly gross wages, salary, and commissions 

(Prorate if not paid monthly) 

2. Estimate monthly overtime 


DEBTOR 

$ 

S 


SPOUSE 

$ 

$ 


3. SUBTOTAL 

4. LESS PAYROLL DEDUCTIONS 

a. Payroll taxes and social security 

b. Insurance 

c. Union dues 

d. Other (Specify): 



5. SUBTOTAL OF PAYROLL DEDUCTIONS 

6. TOTAL NET MONTHLY TAKE HOME PAY 

7. Regular income from operation of business or profession or farm 

(Attach detailed statement) 

8. Income from reaf property 

9. fnleicst and dividends 

10. Alimony, maintenance or support payments payable to the debtor for 

the debtor’s use or that of dependents listed above 

1 1 . Social security or government assistance 

(Specify); 

12. Pension or retirement income 
13- Other monthly income 

(Specify): 

14. SUBTOTAL OF LINES 7 THROUGH 13 

15. AVERAGE MONTHLY INCOME (Add amount shown on lines 6 and 14) 

1 6. COMBINED AVERAGE MONTHLY INCOME: (Comtiine column totals 
from line 15; if there is only one debtor repeat total teported on line 15) 



(Report also on Summary of Schedules and, if applicable, 


on Statistical Summary of Certain Liabilities and Related Data) 


17. Describe any increase or decrease in income reasonably anticipated to occur within the year following the filing of this document: 
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Orficial Form 6J (10/06) 

In re 

Debtor 


Case No. 


(if kjiown) 


SCHEDULE J - CURRENT EXPENDITURES OF INDIVIDUAL DEBTOR(S) 


Complete this schedule by estimating ihe average or projected monthly expenses of the debtor and the debtor’s family at time case filed. Prorate any payments made bi- 
weekly, quarterly, semi-annually, or annually to show monthly rate. 


□ 


Check this box if ajoint petition is filed and debtor’s spouse maintains a separate household. Complete a separate schedule of expenditures labeled “Spouse.” 


! . Rent or home mortgage payment (include lot rented for mobile home) 

a. Are real estate taxes included? Yes No 

b. Is property insurance included? Yes No 

2. Utilities: a. Electricity and heating fuel 

b. Water and sewer 

c. Telephone 

d. CNher_ 

3. Home maintenance (repairs and upkeep) 

4. Food 

5. Clothing 

6. Laundry and dry cleaning 

7. Medical and dental expenses 

8. Transportation (not including car payments) 

9. Recreation, clubs and entertainment, newspapers, magazines, etc, 

1 0. Charitable contributions 

1 i .Insurance (not deducted from wages or included in home mortgage payments) 

a. Homeowner’s or renter’s 

b. Life 

c. Health 

d. Auto 

c. Other 

12,Taxes (not deducted from wages or included in home mortgage payments) 

(Specify) 

!3, Installment payments: (In chapter 11, 12, and 13 cases, do rot list payments to be included in the plan) 

a. Auto 

b. Other 

c. Other ^ - 

1 4. Alimony, maintenance, and support paid to others 

15. Payments for support of additional dependents not living at your home 

16. Regular expenses from operation of business, profession, or farm (attach detailed statement) 

17. Other 

18. AVERAGE MONTHLY EXPENSES (Total lines 1-17, Repart also on Summary of Schedules and, 
if applicable, on the Statistical Summary of Certain Liabilities and Related Data.) 

1 9. Describe any increase or decrease in expenditures reasonably anticipated to occur within the year following the filing of this document: 


S. 


S 


s. 

s 

s 


s. 

$, 

s. 

$. 

$, 

$ 

$ 

$ 


s 


s. 

s 

$ 

5 


$ 


s 


s 

s. 


$. 

s. 

$ 

J- 


20. STATEMENT OF MONTHLY NET INCOME 

a. Average monthly income from Line 15 of Schedule I 

b. Average monthly expenses from Line 1 8 above 

c. Monthly net income (a. minus b.) 
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Ofilciai Form 6 - Declaration (10/06) 


In re 

. 

Case No. 



Debtor 


(if known) 


DECLARATION CONCERNING DEBTOR'S SCHEDULES 

DECLARATION UNDER PENALTY OF PERJURY BY INDIVIDUAL DEBTOR 

I declare under penalty of perjury that I have read the foregoing summary and schedules, consisting of sheets {total shown on 

summary page plus 2), and that they are true and correct to the best of my knowledge, information, and belief 


Dale 


Signature: 


Debtor 


Date Signature; 

(Join! Debtor, if any) 

[If joint case, both spouses must sign.] 

DECLARATION AND SIGNATURE OF NON-ATTORNEY BANKRUPTCY PETITION PREPARER (See 11 U.S.C. § 110) 

I declare under penalty of perjury that: (1) I am a bankruptcy petition preparer as defined in 1 1 U.S.C. § 1 10; (2) I prepared this 
document for compensation and have provided the debtor with a copy of this document and the notices and information required 
under 11 U.S.C. §§ 110(b), 1 10(h) and 342(b); and, (3) if rules or guidelines have been promulgated pursuant to 1 1 U.S.C. § 110(h) 
setting a maximum fee for services chargeable by bankruptcy petition preparers, I have given the debtor notice of the maximum 
amount before preparing any document for filing for a debtor or accepting any fee from the debtor, as required by that section. 


Printed or Typed Name and Title, if any. Social Security No. 

of Bankruptcy Petition Preparer (Required by It U S.C. § 1 10.) 

If the bankruptcy petition preparer is not an individual, slate the name, title (\f any), address, and social security number of the officer, principal, responsible person, or 
partner who signs this document. 


Address 

X 

Signature ofBankruptcy Petition Preparer Date 

Names and Social Security numbers of all other individuals who prepared or assisted in preparing this document, unless the bankruptcy petition preparer is not an 
individual; 

If more than one person prepared this document, attach additional signed sheets conforming to the appropriate Official Form for each person. 

A bankruptcy petition preparer's failure to comply wilh the provisions of title II and the Federal Rules qf Bankruptcy Procedure may result in fines or imprisonment or 
both, n U.S.C s 1 10: 18 U.S.C. f IS6. 


DECLARATION UNDER PENALTY OF PERJURY ON BEHALF OF A CORPORATION OR PARTNERSHIP 

I, the [the president or other officer or an authorized agent of the corporation or a member 

or an authorized agent of the partnership ] of the [corporation or partnership] named as debtor 

in this case, declare under penalty of perjury that I have read the foregoing summary and schedules, consisting of sheets (total 

shown on summary page plus I), and that they are true and correct to the best of my knowledge, information, and belief. 

Date 

Signature; 


[Prim or type name of individual signing on behalf of debtor.] 
(An individual signing on behalf of a partnership or corporation must indicate position or relationship to debtor.] 


Penalty for making a false statement or concealing property: Fine of up to $500,000 or imprisonment for up to 5 years or both. 18 U.S.C. §§152 and 3571. 
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UMTED STATES BANKRUPTCY COURT 

DISTRICT OF 


In re: 




Case No. 


(ifknown) 


STATEMENT OF FINANCIAL AFFAIRS 

This statement is to be completed by every debtor. Spouses filing a joint petition may file a single statement on which 
the information for both spouses is combined. If the case is filed under chapter 12 or chapter 13, a married debtor must furnish 
information for both spouses whether or not a joint petition is filed, unless the spouses are separated and a Joint petition is not 
filed. An individual debtor engaged in business as a sole proprietor, partner, family farmer, or self-employed professional, 
should provide the information requested on this statement concerning all such activities as well as the individual's personal 
affairs. Do not include the name or address of a minor child in this statement. Indicate payments, transfers and the like to minor 
children by stating “a minor child.” See 1 1 U.S.C. § 1 12; Fed. R. Bankr. P. 1007(m), 

Questions 1 - 1 8 are to be completed by all debtors. Debtors that are or have been in business, as defined below, also 
must complete Questions 19 - 25. If the answer to an applicable question is "None,” mark the box labeled "None." If 
additional space is needed for the answer to any question, use and attach a separate sheet properly identified with the case name, 
case number (ifknown), and the number of the question. 


DEFINITIONS 

"In business. " A debtor is "in business" for the purpose of this form if the debtor is a corporation or partnership. An 
individual debtor is "in business" for the purpose of this form if the debtor is or has been, within six years immediately preceding 
the filing of this bankruptcy case, any of the following; an officer, director, managing executive, or owner of 5 percenter more 
of the voting or equity securities of a corporation; a partner, other than a limited partner, of a partnership; a sole proprietor or 
self-employed full-time or part-time. An individual debtor also may be “in business” for the pnipose of this form if the debtor 
engages in a trade, business, or other activity, other than as an employee, to supplement income from the debtor’s primary 
employment. 

"Insider. " The term "insider" includes but is not limited to: relatives of the debtor; general partners of the debtor and 
their relatives; corporations of which the debtor is an officer, director, or person in control; officers, directors, and any owner of 
5 percent or more of the voting or equity securities of a corporate debtor and their relatives; affiliates of the debtor and insiders 
of such affiliates; any managing agent of the debtor. 1 1 U.S.C. § 101. 


1. Income from employment or operation of business 

None State the gross amount of income the debtor has received from employment, trade, or profession, or from operation of 

□ the debtor’s business, including part-time activities either as an employee or in independent trade or business, from the 

beginning of this calendar year to the date this case was commenc^. State also the gross amounts received during the 
two years immediately preceding this calendar year. (A debtor that maintains, or has maintained, financial records on 
the basis of a fiscal rather than a calendar year may report fiscal year income. Identify the beginning and ending dates 
of the debtor's fiscal year.) If a joint petition is filed, state income for each spouse separately. (Married debtors filing 
under chapter 12 or chapter 13 must state income of both spouses whether or not a joint petition is filed, unless the 
spouses are separated and a joint petition is not filed.) 


AMOUNT 


SOURCE 
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2. Income other than from employment or operation of business 

None State the amount of income received by the debtor other than from employment, trade, profession, operation of the 
n debtor’s business during the two years immediately preceding the commencement of this case. Give particulars. Ifa 
joint petition is filed, state income for each spouse separately. (Married debtors filing under chapter 12 or chapter 13 
must state income for each spouse whether or not a Joint petition is filed, unless the spouses are separated and a joint 
petition is not filed.) 

AMOUNT SOURCE 


3. Payments to creditors 
Complete a. or b., as appropriate, and c. 

I~l a. Individual or joint debtor(s) with primarily consumer debts: List all payments on loans, installment purchases of 

goods or services, and other debts to any creditor made within 90 days immediately preceding the commencement of 
this case if the aggregate value of all properly that constitutes or is affected by such transfer is not less than S600. 
Indicate with an asterisk (*) any payments that were made to a creditor on account of a domestic support obligation or 
as part of an alternative repayment schedule under a plan by an approved nonprofit budgeting and creditor counseling 
agency. (Married debtors filing under chapter 12 or chapter 13 must include payments by either or both spouses 
whether or not a joint petition is filed, unless the spouses are separated and a joint petition is not filed.) 

NAME AND ADDRESS OF CREDITOR DATES OF AMOUNT AMOUNT 

PAYMENTS PAID STILL OWING 


□ b. Debtor whose debts are not primarily consumer debts: List each payment or other transfer to any creditor made 
within 90 days immediately preceding the commencement of the case if the aggregate value of all properly that 
constitutes or is affected by snch transfer is not less than $5,475. (Married debtors filing under chapter 12 or chapter 
13 must include payments and other transfers by cither or both spouses whether or not a joint petition is filed, unless 
the spouses are separated and a joint petition is not filed.) 

NAME AND ADDRESS OF CREDITOR DATES OF AMOUNT AMOUNT 

PAYMENTS/ PAID OR STILL 

TRANSFERS VALUE OF OWING 

TRANSFERS 


□ c. All debtors: List all payments made within one year immediately preceding the commencement of this case 

to or for the benefit of creditors who are or were insiders. (Married debtors filing under chapter 12 or chapter 13 must 
include payments by either or both sponses whether or not a joint petition is filed, unless the spouses are separated and 
ajoint petition is not filed.) 

NAME AND ADDRESS OF CREDITOR DATE OF AMOUNT AMOUNT 

AND RELATIONSHIP TO DEBTOR PAYMENT PAID STILL OWING 


4. Suits and administrative proceedings, executions, garnishments and attachments 
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None a. List all suits and administrative proceedings to which the debtor is or was a parly within one year immediately 
r~l preceding the filing of this bankruptcy case. (Married debtors filing under chapter 12 or chapter 13 must include 

information concerning either or both spouses whether or not a joint petition is filed, unless the spouses are separated 
and a joint petition is not filed.) 

CAPTION OF SUIT COURT OR AGENCY STATUS OR 

AND CASE NUMBER NATURE OF PROCEEDING AND LOCATION DISPOSITION 


None b. Describe all property that has been attached, garnished or seized under any legal or equitable process within one 
r~l year immediately preceding the commencement of this case. (Married debtors filing under chapter 12or chapter 13 
must include information concerning property of either or both spouses whether or not a Joint petition is filed, unless 
the spouses are separated and ajoint petition is not filed.) 

NAME AND ADDRESS 

OF PERSON FOR WHOSE DATE OF 

BENEFIT PROPERTY WAS SEIZED SEIZURE 


DESCRlPnON 
AND VALUE 
OF PROPERTY 




□ 


S. Repossessions, foreclosures and returns 

List all property that has been repossessed by a creditor, sold at a foreclosure sale, transferred through a deed in lieu 
of foreclosure or returned to the seller, within one year immediately preceding the commencement of this case. 
(Married debtors filing under chapter 12 or chapter 13 must include information concerning property of eitlier or both 
spouses whether or not ajoint petition is filed, unless the spouses are separated and a joint petition is not filed.) 


DATE OF REPOSSESSION, 

NAME AND ADDRESS FORECLOSURE SALE, 

OF CREDITOR OR SELLER TRANSFER OR RETURN 


DESCRIPTION 
AND VALUE 
OF PROPERTY 


6. Assignments and receiverships 

None a. Describe any assignment of property for the benefit of creditors made within 120 days immediately preceding the 

□ commencement of this case. (Married debtors filing under chapter 12 or chapter 13 must include any assignment by 

either or both spouses whether or not ajoint petition is filed, unless the spouses are separated and ajoint petition is not 
filed.) 


NAME AND ADDRESS 
OF ASSIGNEE 


DATE OF 
ASSIGNMENT 


TERMS OF 
ASSIGNMENT 
OR SETTLEMENT 
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None b. List all property which has been in the hands of a custodian, receiver, or court-appointed official within one year 
r~l immediately preceding the commencement of this case. (Married debtors filing under chapter 12 or chapter 13 must 
include information concerning property of either or both spouses whether or not a joint petition is filed, unless the 
spouses are separated and a joint petition is not filed.) 



NAME AND LOCATION 


DESCRIPTION 

NAME AND ADDRESS 

OF COURT 

DATE OF 

AND VALUE 

OF CUSTODIAN 

CASE TITLE & NUMBER 

ORDER 

Of PROPERTY 


7. Gifts 

None List all gifts or charitable contributions made within one year immediately preceding the commencement of this case 
□ except ordinary and usual gifts to family members aggregating less than $200 in value per individual family member 
and charitable contributions aggregating less than $100 per recipient. (Married debtors filing under chapter 12 or 
chapter 13 must include gifts or contributions by either or both spouses whether or not a joint petition is filed, unless 
the spouses are separated and a joint petition is not filed.) 


NAME AND ADDRESS 

RELATIONSHIP 


DESCRIPTION 

OF PERSON 

TO DEBTOR, 

DATE 

AND VALUE 

OR ORGANIZATION 

IF ANY 

OF GIFT 

OF GIFT 


8. Losses 

None List all losses from fire, theft, other casualty or gambling within one year immediately preceding the commencement 

□ of this case or since the commencement of this case. (Married debtors filing under chapter 12 or chapter 13 must 

include losses by either or both spouses whether or not a joint petition is filed, unless the spouses are separated and a 
joint petition is not filed,) 

DESCRIPTION DESCRIPTION OF CIRCUMSTANCES AND, IF 

AND VALUE OF LOSS WAS COVERED IN WHOLE OR IN PART DATE 

PROPERTY BY INSURANCE, GIVE PARTICULARS OF LOSS 


□ 


9. Payments related to debt counseling or bankruptcy 


List all payments made or property transferred by or on behalf of the debtor to any persons, including attorneys, for 
consultation concerning debt consolidation, relief under the bankruptcy law or preparation of a petition in bankruptcy 
within one year immediately preceding the commencement of this case. 


NAME AND ADDRESS 
OF PAYEE 


DATE OF PAYMENT, 
NAME OF PAYER IF 
OTHER THAN DEBTOR 


AMOUNT OF MONEY OR 
DESCRIPTION AND 
VALUE OF PROPERTY 


10. Other transfers 
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None a. List all other property, other than property transferred in the ordinary course of the business or financial affairs of 
O the debtor, transferred either absolutely or as security within two years immediately preceding the 

commencement of this case. (Married debtors filing under chapter 12 or chapter 13 must inclnde transfers by 
either or both spouses whether or not a joint petition is filed, unless the spouses are separated and a joint petition is 
not filed.) 


DESCRIBE PROPERTY 

NAME AND ADDRESS OF TRANSFEREE, TRANSFERRED AND 

RELATIONSfflP TO DEBTOR DATE VALUE RECEIVED 


None 

EH b. List all property transferred by (he debtor within ten years immediately preceding the commencement of this case 
to a self-settled trust or similar device of which the debtor is a beneficiary. 

NAME OF TRUST OR OTHER DATE(S) OF AMOUNT OF MONEY OR DESCRIPTION 

DEVICE TRANSFER(S) AND VALUE OF PROPERTY OR DEBTOR’S 

INTEREST IN PROPERTY 


11. Closed financial accounts 

None List all financial accounts and instruments held in the name of the debtor or for the benefit of the debtor which were 

r~l closed, sold, or otherwise transferred within one year immediately preceding the commencement of this case. Include 

checking, savings, or other financial accounts, certificates of deposit, or other instruments; shares and share accounts 
held in banks, credit unions, pension funds, cooperatives, associations, brokerage houses and other financial 
institutions. (Married debtors filing under chapter 12 or chapter 13 must include information concerning accounts or 
instruments held by or for either or both spouses whether or not a joint petition is filed, unless the spouses are 
separated and a joint petition is not filed.) 

TYPE OF ACCOUNT, LAST FOUR AMOUNT AND 

NAME AND ADDRESS DIGITS OF ACCOU'NT NUMBER, DATE OF SALE 

OF INSTITUTION AND AMOUNT OF FINAL BALANCE OR CLOSING 




□ 


12. Safe deposit boxes 

List each safe deposit or other box or depository in which the debtor has or had securities, cash, or other valuables 
within one year immediately preceding the commencement of this case. (Married debtors filing under chapter 12 or 
chapter 13 must include boxes or depositories of either or both spouses whether or not a Joint petition is filed, unless 
the sponses are separated and a joint petition is not filed.) 


NAME AND ADDRESS 
OF BANK OR 
OTHER DEPOSITORY 


NAMES AND ADDRESSES 
OF THOSE WITH ACCESS 
TO BOX OR DEPOSITORY 


DESCRIPTION 

OF 

CONTENTS 


DATE OF TRANSFER 
OR SURRENDER, 

IF ANY 


13. Setolls 
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None List all sctoffs made by any creditor, including a bank, against a debt or deposit of the debtor within 90 days preceding 
r~1 the commencement of this case. (Married debtors filing under chapter 12 or chapter 13 must include information 

concerning either or both spouses whether or not a joint petition is filed, unless &e spouses are separated and a joint 
petition is not filed.) 


NAME AND ADDRESS OF CREDITOR 


DATE OF AMOUNT 

SETOFF OF SETOFF 


14. Property held for another person 

None List all property owned by another person that the debtor holds or controls. 

□ 

NAME AND ADDRESS DESCRIPTION AND 

OF OWNER VALUE OF PROPERTY LOCATION OF PROPERTY 


15. Prior address of debtor 


D If debtor has moved within three years immediately preceding the commencement of this case, list all premises 

which the debtor occupied during that period and vacated prior to the commencement of this case. If a joint petition is 
filed, report also any separate address of either spouse. 


ADDRESS 


NAME USED DATES OF OCCUPANCY 


16. Spouses and Former Spouses 

None If the debtor resides or resided in a community property state, commonwealth, or territory (including Alaska, Arizona, 
[— I California, Idaho, Louisiana, Nevada, New Mexico, Puerto Rico, Texas, Washington, or Wisconsin) within eight 

years immediately preceding the commencement of the case, identify the name of the debtor’s spouse and of 
any former spouse who resides or resided with the debtor in the community property state. 


NAME 
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17. Environmental Information. 

For the purpose of this question, the following definitions apply: 

"Euvironmental Law" means any federal, state, or local statute or regulation regulating pollution, contamination, 
releases of hazardous or toxic substances, wastes or material into the air, land, soil, surface water, groundwater, or 
other medium, including, but not limited to, statutes or regulations regulating Che cleanup of these substances, wastes, 
or material. 

"Site" means any location, facility, or proper^ as defined under any Environmental Law, whether or not presently or 
formerly owned or operated by the debtor, including, but not limited to, disposal sites. 

"Hazardous Material" means anything defined as a hazardous waste, hazardous substance, toxic substance, hazardous 
material, pollutant, or contaminant or similar term under an Environmental Law. 


None a. List the name and address of every site for which the debtor has received notice in writing by a governmental 
I I unit that it may be liable or potentially liable under or in violation of an Environmental Law. Indicate the 

governmental unit, the date of the notice, and, ifknown, the Environmental Law: 

SITE NAME NAME AND ADDRESS DATE OF ENVIRONMENTAL 

AND ADDRESS OF GOVERNMENTAL UNIT NOTICE LAW 




□ 


b. List the name and address of every site for which the debtor provided notice to a governmental nnit of a release 
of Hazardous Material. Indicate the governmental unit (o which the notice was sent and the date of the notice. 


SITE NAME NAME AND ADDRESS DATE OF ENVIRONMENTAL 

AND ADDRESS OF GOVERNMENTAL UNIT NOTICE LAW 


None c- List all judicial or administrative proceedings, including settlements or orders, under any Environmental Low with 
r~l respect to which the debtor is or was a party. Indicate the name and address of the governmental unit that is or was a party 
to the proceeding, and the docket number. 

NAME AND ADDRESS DOCKET NUMBER STATUS OR 

OF GOVERNMENTAL UNIT DISPOSITION 


IS . Nature, location and name of business 

None a. If the debtor is art individual, list the names, addresses, taxpayer identification numbers, nature of the businesses, 

□ and beginning and ending dates of all businesses in which the debtor was an officer, director, partner, or managing 

executive of a corporation, partner in a partnership, sole proprietor, or was self-employed in a trade, profession, or 
other activity either full- or part-time within six years immediately preceding the commencement of this case, or in 
which the debtor owned 5 percent or more of the voting or equity securities within six years immediately preceding 
the commencement of this case. 

If the debtor is a partnership, list the names, addresses, taxpayer identification numbers, nature of the businesses, and 
beginning and ending dates of all businesses in which Ihe debtor was a partner or owned 5 percent or more of the 
voting or equity securities, within six years immediately preceding the commencement ofthis case. 

If the debtor is a corporation, list the names, addresses, taxpayer identification numbers, nature of the businesses, and 
beginning and ending dates of all businesses in which &ie debtor was a partner or owned 5 percent or more of the 
voting or equity securities within six years immediately preceding the commencement ofthis case. 
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NAME 


LAST FOUR DIGITS 
OFSOC, SEC.NO./ 

COMPLETE BIN OR ADDRESS NATURE OF BUSINESS 

OTHER TAXPAYER 

I.D.NO. 


8 


BEGINNING AND 
ENDING DATES 


None b. Identify any business listed in response to subdivision a., above, that is "single asset real estate" 
□ defined in 11 U.S.C. §101. 

NAME ADDRESS 


The following questions are to be completed by every debtor that is a corporation or partnership and by any individual 
debtor who is or has been, within six years immediately preceding the commencement of this case, any of the following; an 
officer, director, managing executive, or owner of more than 5 percent of the voting or equity securities of a corporation; a 
partner, other than a limited partner, of a partnership, a sole proprietor, or self-employed in a trade, profession, or other activity, 
either full- or part-time. 

{An individual or joint debtor should complete this portion of the statement only if the debtor is or has been in business, as 
defined above, within six years immediately preceding the commencement of this case. A debtor who has not been in business 
within those six years should go directly to the signature page.) 


19. Books, records and financial statements 

None Q. List all bookkeepers and accountants who within two years immediately preceding the filing of this 
r~l bankruptcy case kept or supervised the keeping of books of account and records of the debtor. 

NAME AND ADDRESS DATES SERVICES RENDERED 


None b- List all firms or individuals who within two years immediately preceding the filing of this bankruptcy 
n case have audited the books of account and records, or prepared a financial statement of the debtor. 

NAME ADDRESS DATES SERVICES RENDERED 


None c. List all firms or individuals who at the time of the commencement of this case were in possession of the 

n books of account and records of the debtor. If any of the books of account and records are not available, explain. 


NAME 


ADDRESS 
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None d. List all financial institutions, creditors and other parties, including mercantile and trade agencies, to whom a 
O financial statement was issued by the debtor within two years immediately preceding the commencement of this case. 

NAME AND ADDRESS DATE ISSUED 


20. Inventories 

None a. List the dates of the last two inventories taken of your property, the name of the person who supervised the 
r~1 taking of each inventory, and the dollar amount and basis of each inventory. 


DOLLAR AMOUNT 
OF INVENTORY 

DATE OF INVENTORY INVENTORY SUPERVISOR (Specify cost, market or other basis) 


None b. List the name and address of the person having possession of the records of each of the inventories reported 
r~l in a., above. 


DATE OF INVENTORY 


NAME AND ADDRESSES 
OF CUSTODIAN 
OF INVENTORY RECORDS 


21 . Current Partners, Officers, Directors and Shareholders 

None a. If the debtor is a partnership, list Che nature and pereentage of partnership interest of each member of the 
Q partnership. 

NAME AND ADDRESS NATURE OF INTEREST PERCENTAGE OF INTEREST 


None b. If the debtor is a corporation, list all officers and directors of the corporation, and each stockholder who 
l~l directly or indirectly owns, controls, or holds 5 percent or more of the voting or equity securities of the 

corporation, 

NATURE AND PERCENTAGE 

NAME AND ADDRESS TITLE OF STOCK OWNERSfflP 


22 . Former partners, officers, directors and shareholders 

None a. If the debtor is a partnership, list each member who withdrew from the partnership within one year immediately 
r~1 preceding the commencement of this case. 


NAME 


ADDRESS 


DATE OF WITHDRAWAL 
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None b. If the debtor is a corporation, list all officers, or directors whose relationship with the corporation teiminated 
r~l within one year immediately preceding the commencement of (his case. 

NAME AND ADDRESS TITLE DATE OF TERMINATION 


23 . Withdrawals from a partnership or distributions by a corporation 

None If the debtor is a partnership or corporation, list all withdrawals or distributions credited or given to an insider, 

r~l including compensation in any form, bonuses, loans, stock redemptions, options exercised and any other perquisite 
during one year immediately preceding the commencement of this case. 

NAME & ADDRESS AMOUNT OF MONEY 

OF RECIPIENT, DATE AND PURPOSE OR DESCRIPTION 

RELATIONSHIP TO DEBTOR OF WITHDRAWAL AND VALUE OF PROPERTY 


24. Tax Consolidation Group. 

None If the debtor is a corporation, list the name and federal taxpayer identification number of the parent corporation of any 
O consolidated group for tax purposes of which the debtor has been a member at any time within six years 
immediately preceding the commencement of (he case. 

NAME OF PARENT CORPORATION TAXPAYER IDENTIFICATION NUMBER (EIN) 


25. Pension Funds. 

None If the debtor is not an individual, list the name and federal taxpayer identification number of any pension fund to 
□ which the debtor, as an employer, has been responsible for contributing at any time within six years immediately 
preceding the commencement of the case. 


NAME OF PENSION FUND 


TAXPAYER IDENTIFICATION NUMBER (EIN) 
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[If completed by an individual or individual and spouse] 

] declare under penalty of perjury that I have read the answers contained in the foregoing statement of financial affairs and 
any attachments thereto and that they are true and correct. 


Date Signature 

of Debtor 

Date Signature 

of Joint Debtor 
(if any) 


fl/completad on bsha/f of a partnership or corporation] 

I, declare under penalty of perjury that! have read the answers contained in the foregoing statement of financial affairs and any attachments thereto and 
that they are true and correct to the best of my knowledge, information and belief 


Date 


Signature. 


Print Name and Title 


[An individual signing on behalf of a partnership or corporation must indicate position or relationship to debtor.) 


continuation sheets attached 

Penally for making a/ahe slalement: Fine of up to $300,000 or imprisonmsnl for up io 5 years, or both. 18 U.S.C. §] 132 and 337! 


DECLARATIONAND SIGNATURE OF NON-ATTORNEYBANKRUPTCY PETITION PREPARER (See 11 U.S.C. § 110) 

I declare under penalty of peijury that: (!) lam a bankruptcy petition preparer as defined in 1 1 U.S.C. § 1 10; (2) I prepared this document for 
compensation and have provided the debtor with a copy of this document and the notices and information required under 1 1 U.S.C. §§ 1 10(b), 110(h), and 
342(b); and, (3) if rules or guidelines have been promulgated pursuant to II U.S.C. § n0(h) setting araaximum fee for services chargeable by bankruptcy 
petition preparers, I have given the debtor notice of the maximum amount before preparing any document for filing for a debtor or accepting any fee from the 
debtor, as required by that section. 


Printed or Typed Name and Title, if any, of Bankruptcy Pebtion Preparer Social Security No. (Required by 11 U.S.C. § 110.) 

If the bankruptcy petition preparer Is not an individual, state the name, title (if any), address, and social security number of the officer, principal, responsible 
person, or partner who signs this document. 


Address 


X 

Si gnature of Bankruptcy Petition Preparer Date 

Names and Social Security numbers of all other individuals who prepared or assisted in preparing this document unless the bankruptcy petition preparer is 
not an individual: 

If more than one person prepared this document, attach additional signed sheets conforming to the appropriate Official Form for each person. 

A bankruptcy petition preparer's failure to comply with the provisions of title II and the Federal Rules of Bankruptcy Procedure may result in 
fines or imprisonment or both. 18 U.S.C. § 156. 
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Forms 

(10/05) 


United States Bankruptcy Court 

District Of 


In re 


Debtor 


Case No. 


Chapter 7 


CHAPTER 7 INDIVIDUAL DEBTOR'S STATEMENT OF INTENTION 

o I have filed a schedule of assets and liabilities which includes debts secured by property of the estate. 

O i have filed a schedule of executory contracts and unexpired leases which includes personal property subject to an unexpired lease. 
□ I intend to do the following with respect to the property of the estate which secures those debts or is subject to a lease: 


Description of Secured 

Property 

Creditor's 

Property will be 
Surrendered 

Property 
is clanned 
os exempt 

Property will 
be redeemed 

11 U.S.C. § 722 

res (Tinned 
pursuant to 

11 U.S.C. § 524(c) 








Desciiption of Leased 
Property 



Lease will be 
assumed pursuant 
to 1 1 U.S.C. 

§ 362(hXl)(A) 


Date: 

Signature of Debtor 


DECLARATION OF NON- ATTORNEY BANKRUPTCY PETITION PREPARER (See 11 U.S.C. § 110) 

I declare under penalty of perjury that: (1) I am a bankruptcy petition preparer as defined in 11 U.S.C. § 110; (2) 1 prepared this document for 
compensation and have provided the debtor with a copy of this document and the notices and information required under II U.S.C. §§ 110(b), 
110(h), and 342(b); and, (3) if rules or guidelines have been promulgated pursuant to 11 U.S.C. § 110(h) setting a maximum fee for services 
chargeable by bankruptcy petition preparers, I have given the debtor notice of the maximum amount before preparing any document for filing for a 
debtor or accepting any fee from the debtor, as required in that section. 


Printed or Typed Name of Bankruptcy Petition Preparer Social Security No. (Required under 1 1 U.S.C. § 1 10.) 

If the bankruptcy petition preparer is not an individual, state the name, title (if any), address, and social security number of the officer, principal, 
responsible person or partner who signs this document. 


Address 

X 

Signature of Bankruptcy Petition Preparer Date 

Names and Social Security Numbers of all other individuals who prepared or assisted in preparing this document unless the bankruptcy petition 
preparer is not an individual: 

If more than one person prepared this document, attach additional signed sheets conforming to the appropriate Official Form for each person. 

A bankruptcy petition preparer’s failure to comply with the provisions of title 1 1 and the Federal Rules of Bankruptcy Procedure may result in fines 
or imprisonment or both. 11 U.S.C. § 110; 18 U.S.C. § 156. 
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Fonn B 21 OfTiciai Foirn 21 
(12/03) 


FORM 21. STATEMENT OF SOCIAL SECURITY NUMBER 

{Caption as in Form 16A.] 


STATEMENT OF SOCIAL SECURITY NUMBER(S) 


LName of Debtor (enter Last, First, Middle): 

(Check the appropriate box and, if applicable, provide the required information.) 

t /Debtor has a Social Security Number and it is: ■ - 

{If more than one, state all.) 

! /Debtor does not have a Social Security Number. 

2-Name of Joint Debtor (enter Last, First, Middle); 

(Check the appropriate box and, if applicable, provide the required information.) 

/ /Joint Debtor has a Social Security Number and it is: 

{If more than one. state all) 

/ /Joint Debtor does not have a Social Security Number. 

I declare under penalty of peijury that the foregoing is true and correct. 

X 

Signature ofDebtor Date 

X 

Signature of Joint Debtor Date 


* Joint debtors must provide information for both spouses. 

Penalty for making a false statement: Fine of up to $250,000 or up to 5 years imprisonment or both. 18U.S.C. §§ 152 
and 3571. 



239 


Official Form 23 (10/06) 

United States Bankruptcy Court 

District Of 


In re 


Debtor 


Case No, 


Chapter 

DEBTOR’S CERTIFICATION OF COMPLETION OF INSTRUCTIONAL COURSE CONCERNING 
PERSONAL FINANCIAL MANAGEMENT 


Every individual debtor in a chapter 7 or chapter / J case must file this certification. If a joint petition is filed, 
each spouse must complete and file a separate certification. Complete one of the following statements and file by the 
deadline stated below: 


□ I, , the debtor in the above-styled case, hereby 

(Printed Name of Debtor) 

certiiy that on (Date), I completed an instructional course in personal financial management 

provided by ^5 an approved personal financial 

(Name of Provider) 

management provider. 

Certificate No. : ■ 


□ 1 ^ , the debtor in the above-styled case, hereby 

(Printed Name of Debtor) 

certify that no personal financial management course is required because of [Check the appropriate box.]: 

□ Incapacity or disability, as defined in 11 U.S.C. § 109(h); 

□ Active military duty in a military combat zone; or 

□ Residence in a district in which the United States trustee (or bankruptcy administrator) has determined that 
the approved instructional courses are not adequate at this time to serve the additional individuals who would otherwise 
be required to complete such courses. 


Signature of Debtor: 
Date: 


Instructions: Use this form only to certify whether you completed a course in personal financial management. (Fed. R. 
Bankr. P. 1007(b)(7).) Do NOT use this form to file the certificate given to you by your prepetition credit counseling 
provider and do NOT include with the petition when filing your case. 

Filing Deadlines: In a chapter 7 case, file within 45 days of the first date set for the meeting of creditors under 
§ 341 of the Bankruptcy Code. In a chapter 13 case, file no later than the last payment made by the debtor as required by 
the plan or the filing of a motion for entry of a discharge under § 1328(b) of the Code. (See Fed. R. Bankr. P. 1007(c).) 
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Post-Hearing Questions Submitted to the Witnesses 


Questions for Professor Todd Zywicki 

1. Over the nearly eight years that 2005 Amendments to the Bankruptcy Code were under 
consideration by Congress, we continuously heard that each American family was paying 
a $400 to $550 “bankruptcy tax” for profligate bankruptcy filings. 

Since the enactment of the Act two years ago, have interest rates dropped? 

Has the cost of goods and services been lowered in response to the perceived 

savings resulting from the enactment of the 2005 bankruptcy reforms'^’ 

2. Earlier this year, Steve Bartlett testified on behalf of the Financial Services Roundtable 
before this Subcommittee that the “total cost savings to the American economy” as a 
result of the enactment of the 2005 Amendments to the Bankruptcy Code to be “around 
$60 billion.” 

Do you concur with this estimate? 

Where have Americans experienced these tremendous savings? 

For example, are interest rates lower now than they were before the 2005 Act 

became law? 

Are the prices of goods and services lower now? 

3 . How do you respond to the concerns of consumer advocates that the associated fees for 
filing a bankruptcy petition continue to hurt disproportionately those families forced to 
file for bankruptcy due to Job loss, divorce, or worse, illness? 

4. How do you respond to the concerns of consumer advocates that the credit counseling 
requirement simply creates an unnecessary hurdle for many debtors who must eventually 
file for bankruptcy protection? 

5. Although you question the Harvard study, you appear to consider other studies that 
conclude about 17 percent of bankruptcy cases are filed as a result of medical debt. 

Is nearly one-fifth of bankruptcy filings prompted by medical debt an 

insignificant number? 
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Questions for Cliff White, ni 
Executive Office for United States Trustees 


1. Do you support making bankruptcy less costly for honest, lower income debtors? 

2. Earlier this year, Henry Sommer, President of the National Association of Consumer 
Bankruptcy Attorneys, testified before this Subcommittee that the U S. Trustee Program 
“has done virtually nothing to address” abuses by creditors in the bankruptcy system. 

What is your response? 

3. In your prepared statement, you state that approximately 8% of chapter 7 debtors have 
income above the state median income. Of those, only 12% were presumed abusive. 

This means that less than 1% of chapter 7 cases are even presumed to be abusive. 
Is that correct? 

Can you approximate what the cost of implementing the 2005 Amendments has 
been to achieve this resulU 

4. Why is it that up to one-fifth of presumed abusive chapter 7 cases are not pursued 
because of medical expenses or loss of income from illness or injury? Should the means 
test forms be revised so that these cases will not be presumed to be abusive? 

5. As you know, medical debt is not clearly identified in a debtor’s schedules as such. 
Often, a debtor will incur credit card debt or refinance his or her home mortgage to pay 
such debt. 

Thus, how could your office determine the percentage of cases that presented 
medical debt without interviewing the debtors as Professors Warren and 
Himraelstein did? 
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Questions for Professor Elizabeth Warren 


1. Please explain the relationship between medical debt and subprime mortgages. 

2. Critics of your study assert that its conclusions are unrealistic and that you and your 
colleagues “fail to provide a causal relationship to support the claim that medical 
spending contributes to ‘half of all bankruptcies.”’ Based on their analysis of the 
researchers’ data, the critics were able to find a “causal link in only 17 percent of 
personal bankruptcies.” 

What is your response to this criticism? 

3. Critics of your study also question whether it substantiates your assertion that national 
health insurance would greatly reduce the number of bankruptcies filed as a result of 
medical debt. 

What is your response? 

4. Professor Zywicki asserts that “American households should be much more resilient to 
temporary income interruptions than in previous years.” 

What is your response? 

5. Professor Zywicki asserts that the “increasing number of two wage-earner families 
obviously has made families more resilient in the face of the loss of one income as the 
result of job interruptions from health problems or any other source.” 

What is your response? 

6. Professor Zywicki states that “[m]ost studies of bankruptcy filers have failed to find a 
relationship between health debt and bankruptcy, although medical debt does play a role 
in some bankruptcy filings.” 

What is your response? 

7. Professor Zywicki states that he has been “unable to locate any independent researcher 
unaffiliated with any of the authors of [your] study who has endorsed the methodology or 
findings of this study.” 

What is your response? 


Professor Zywicki criticizes your study for including as “medical bankruptcies” such 
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events as gambling addiction, a death in the family, or the birth or adoption of a child. 

What is your response? 

9. Professor Zywicki states that the 2005 Amendments to the Bankmptcy Code “has cut 
bankruptcy filings in half, primarily by deterring fraudulent and abusive filings while 
preserving bankruptcy relief for those who need it.” 

What is your response? 

10. Professor Zywicki states that the current bankruptcy system is “well-equipped to deal 
with the challenges of medical bankruptcies.” 

What is your response? 

11. In what respects would you recommend amending the Bankruptcy Code to better 
accommodate debtors with serious medical problems? 

12. Earlier this year, Henry Sommer, President of the National Association of Consumer 
Bankmptcy Attorneys, testified before this Subcommittee that “[bjankmptcy has gone 
from being a relatively low-priced proceeding that could be handled quickly and 
efficiently to being an expensive minefield of new requirements, tricks and traps that 
catch the innocent and unsuspecting debtor.” 

What is your response? 

13. The Bankmptcy Abuse Prevention and Consumer Protection Act of 2005 requires 
consumers to submit in connection with their bankmptcy cases extensive documentation, 
such as tax returns, payment advices, and bank statements, among other documents. 

What happens if a debtor simply does not have these documents? 

14. How many Americans in 2006 would you estimate have medical debt? 

How many Americans would you estimate declared bankmptcy as the result of medical 
debt in 2006? 


15 . 


Professor Zywicki in his prepared statement states that “[f|or every innocent debtor who 
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has found himself down on his luck as the result of illness and injury, there are also 
innocent doctors, nurses, and health care professionals who have provided ameliorating 
and even life-saving care for the debtor.” He continues, “Every $100,000 discharged 
rather than paid in bankruptcy may be the difference between a hospital hiring a new 
nurse or the ability of a doctor to afford indigent care for another patient.” 

What is your response? 

16. Professor Zywicki states that “current law adequately accommodates the claims of those 
debtors laid low by medical problems and expenses and other innocent parties who are 
affected by bankruptcy including health care professionals and other consumers.” 

What is your response? 
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Questions for Murk Rukavinu 

1. Please explain why Americans, such as Ms. Smith, are not unique. 

2. Please explain how a family with full insurance can still face financial distress as a result 
of medical debt. 

3. Please explain some of the shortcomings of our current health insurance system. 

4. It is asserted that certain characteristics of health insurance plans put insured people at 
greater risk of experiencing financial distress as result of medical debt. Please explain 
what these characteristics are. 

5. Professor Zywicki states that there is no “evidence that medical bankruptcies are creating 
any sort of crisis for the bankruptcy system or that the percentage of medical 
bankruptcies has been rising overtime.” 

What is your response? 

6. Professor Zywicki cites a study by Ian Domowitz and Robert Sartain that purportedly 
finds little correlation between medical debt and other sources of financial distress, such 
asjob loss or income interruption. 

What is your response? 

7. Professor Zywicki states that “there is no evidence that lack of medical insurance is a 
major causal factor in bankruptcy filings.” 

What is your response? 

8. What are some of the consequences of inadequate insurance? 

9. Some say that medical debt problems among the insured are likely to increase. Please 
explain your assessment of this concern. 

10. The Access Project recently issued a report on the Massachusetts Student Health 
Insurance Mandate. Please summarize the report’s findings. 
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Questions for Professor David Hinimelstein 


1. Griven the seriousness of the medical debt and bankruptcy problem in the U.S., what can 
Congress do to address the crisis, both in the short term and in the long tenn? 

2. How would passage of a single payer universal health care program, such as H.R. 676, 
impact the medical debt and bankruptcy crisis. 

3. If federal legislation was passed that would prohibit medical debt collection agencies or 
medical providers from reporting medical debt on one’s credit score, how would this 
impact the delivery of medical care to both insured and underinsured patients. 

4. In countries where there are single payer universal health care systems; countries such as 
Taiwan, Sweden, Canada, and Switzerland, do they have any problems with medical debt 
and bankruptcy? If not, why is this is the case? 

5. Professor Zywicki in his prepared statement states that “[f]or every innocent debtor who 
has found himself down on his luck as the result of illness and injury, there are also 
innocent doctors, nurses, and health care professionals who have provided ameliorating 
and even life-saving care for the debtor.” He continues, “Every $1 00,000 discharged 
rather than paid in bankruptcy may be the difference between a hospital hiring a new 
nurse or the ability of a doctor to afford indigent care for another patient.” 

What is your response? 

6. How much is spent annually by hospitals, physicians, dentists, medical labs, or medical 
equipment companies to collect medical debt? 

7. Are there any for-profit and non-profit hospitals that receive federal funds; such as 
Medicaid, S-CHIP or DISH payments that may be using any portion of these federal 
dollars in order to hire private collection agencies to collect medical debt? 

8. How many private medical debt collection companies are there in America, and 
approximately how many of these companies are hired by medical providers to collect 
outstanding medical debt? 

9. Approximately how many Americans each year are being pressured by medical debt 
companies, either by calling them, or sending them a letter in the mail, to pay back 
medical debt to a provider? 
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1 0. Approximately how many patients each year would you estimate are being tracked down 
to pay medical debt from your average medium size hospital in Boston? 

1 1 . What are the annual profit margins of the largest medical debt companies? 

12. How many Americans each year with medical debt have it reported to medical debt 
collection agencies? 

1 3 . How many Americans do you think have had medical debt that has been reported to 
collection agencies? 
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Answers to Post-Hearing Questions from Todd J. Zywicki, 
George Mason University School of Law, Arlington, VA 


Responses to Questions for Professor Todd Zywicki 

l.a. Since the enactment of the Act two years ago, have interest rates dropped? 

I am not aware of any empirical studies that have tried to assess whether interest rates on 
consumer loans have dropped. I assume that the question actually means to ask about the 
spread between the cost of funds and overall interest rates, as there has been a general 
increase in the underlying cost of funds since BAPCPA was enacted. 

Previous empirical study of consumer credit pricing have found that the spread between 
the cost of funds and prevailing interest rates is affected by the charge-off rate on 
consumer loans. Thus, as charge-offs increase, the spread increases as well. See Adam 
B. Ashcraft, Astrid A. Dick, and Donald P. Morgan, The Bankruptcy Abnse Prevention 
and Consumer Protection Act: Means-Testing or Mean Spirited? F ederal Reserve Bank 
New York (Dec. 19, 2006). To the extent that charge-offs have dropped under the Act, 
then the spread would shrink as well. 

Of course, the idea that interest rates are the only way in which consumer lenders might 
pass on cost savings is just incorrect as an economic matter. For instance, lenders might 
also increase product quality (such as customer service) or adjust other terms. For 
instance, empirical research indicates that behavior-based fees (such as late fees or 
overlimit fees) are risk-based fees that vary according to the charge-off rate. Nadia 
Massoud, Anthony Saunders, and Barry Scholnick, The Cost of Being Late: The Case of 
Credit Card Penalty Fees, working paper (January 2006). 

1. b. Has the cost of goods and services been lowered in response to the perceived 
savings resulting from the enactment of the 2005 bankruptcy reforms? 

I have seen no empirical study of this question. 

2. a. Do you concur with this estimate? 

T have no opinion. I am not familiar with the methodology that was used to calculate this 
figure or how this estimate was derived. Thus, I have no opinion on its accuracy. 

2.b. No opinion. 

2.C. No opinion. 

2. d. No opinion. 

3. It is not clear to me why filing bankmptcy because of illness is “worse” than filing 
bankruptcy due to job loss or divorce. They all sound pretty bad to me. 

As to the specific question, the Act tries to strike a balance between making sure that 
everyone who needs bankmptcy relief is in fact able to get it. But on the other hand, it 
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provides necessary safeguards to protect the efBciency and integrity of the bankruptcy 
system. In this sense it is no different from any other similar program, such as taxes or 
welfare. We have tried the “honor system” in bankruptcy and it showed itself not to 
work effectively. Similarly, all law-abiding people have to pay higher costs in tax 
compliance because we are concerned that getting rid of the IRS and compliance 
enforcement would lead to widespread tax fraud and concerns about the efficiency and 
integrity of the tax system. Obviously, the costs of tax compliance also fall hardest on 
those who lack the resources to hire accountants and tax preparers. Similarly, the 
government spends a great deal of money to prevent Medicare and insurance fraud. 

It is unfortunate that bankmptcy attorneys have decided that it is necessary to raise their 
fees and costs in order to comply with the Act’s requirements. To date, however, 1 am 
not aware of any evidence that these costs increases have had the effect of denying needy 
filers the ability to file bankruptcy. It is understandable, however, in that both attorneys 
and consumer lenders are subject to supply and demand dynamics, such that when 
underlying cost or risk rises, they must increase the price of their product to meet it. 

4. It would be premature to pass final judgment one way or the other on the credit 
counseling requirement. A few things are clear. Many expressed concern that given 
recent problems in the consumer credit counseling industry, the counseling requirement 
would lead to actual harm to consumers. This plainly is not the case. According to the 
GAO’s study, the system has provided adequate capacity, reasonable rates, and 
professional and timely service to consumers. Fees are waived for debtors who are 
unable to pay. There is no evidence of misbehavior by approved counseling providers. 

As a result, the question is one of a cost-benefit analysis. There plainly is some benefit in 
terms of accomplishing the goals set out by Congress of infonning bankruptcy filers of 
alternatives to filing bankruptcy. According to the Executive Office of the United States 
Trustee, at least 10 percent of those issued bankruptcy filing statistics did not file 
bankruptcy after receiving credit counseling. The GAO estimates that about three 
percent of filers who sought pre-bankruptcy counseling entered debt management 
programs. It thus appears that although only a modest number of consumers entered 
DMPs a much larger percentage chose neither to file bankruptcy nor enter a DMP after 
seeking counseling. 

It may also be the case that the efficacy of the counseling requirement has been 
undermined in some situations by practices that may conform to the letter of the 
requirement but not its intent. For instance, there are reports of lawyers who have phones 
or computers in their offices, through which consumers may be able to receive pro forma 
credit counseling services without gaining the value of a fully independent assessment of 
their financial situation. Congress should encourage efforts by the Executive Office of 
the United States Tmstee to ensure full compliance with the credit counseling 
requirements. 

Obviously, a conclusion on the value of the pre-bankruptcy counseling requirement 
depends on an accurate estimate of the full benefits and costs of it. In turn, this depends 
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on such questions as to whether the number of those dissuaded from filing bankruptcy is 
at the low end of the scale (3 percent) or the high end (over 10 percent), in my opinion, 
there is insufficient data and it is still too early to detemiine whether counseling is 
serving its purpose of adequately informing consumers of alternatives to filing 
bankruptcy. 

5. This is an incorrect characterization of my testimony and the evidence. There are few 
good studies on this topic. Several studies have estimated that health problems may play 
a role in perhaps 15-20% of bankruptcy filings. Of that 15-20% less than half of those — 
or less than 10% — may be the result of medical debt with the remainder resulting from 
medical problems and the consequences thereof, such as missed work. I am aware of no 
credible study that concludes that one-fifth of bankruptcy filings are prompted by medical 
debt. Most studies, including that of the Executive Office of the United States Trustee, 
concur that the percentage of bankruptcies prompted by medical debt are probably in the 
single digits. 

The percentage of medical bankruptcies will likely grow over time, even though there is 
no evidence that the absolute number is rising. Since the enactment of the Act, the 
bankruptcy filing rate has been cut in half primarily by weeding out improper bankruptcy 
filings. Thus, filings post-Act contain a higher percentage of legitimate filings than pre- 
Act. Indeed, the percentage of medical bankruptcies may be as much as twice as high as 
pre-Act as a result of the halving of the filing rate. Thus, in assessing this question going 
forward, it is imperative to consider whether the absolute number of medical 
bankruptcies has been impacted by the Act. 
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Answers to Post-Hearing Questions from Clifford J. White, III, Director, 
Executive Office for U.S. Trustees, U.S. Department of Justice, Wash- 
ington, DC 


House Committee on the Judiciary 
Subcommittee on Commercial and Administrative Law 


“Working Families in Financial Crisis: Medical Debt and Bankruptcy” 
Responses to Questions for 

Clifford J. White HI. Director. Executive Office for U.S. Trustees 


1 . Do you support making bankruptcy less costly for honest, low income debtors? 

The mission of the United States Trustee Program is to promote the integrity and tire 
efficiency of the bankruptcy system. Our goal i.s to ensure that the interests of all stakeholders in 
the system are protected, that illegal and improper practices are discouraged, and that prompt 
relief is available to all honest debtors. We endeavor to faithfully implement the law in a maimer 
that ensures compliance with statutory provisions, reflects the prudent exercise of discretion, and 
does not unduly burden honest debtors in need of relief. 


2. Earlier this year Henry Sommer, President of the National .\ssociation of Consumer 
Bankruptcy Attorneys, testified before this Subcommittee that the U.S. Trustee 
Program “has done virtually nothing to address” abuses by creditors in the 
bankruptcy system. What is your response? 

The United States Trustee Program’s civil enforcement activities reflect a balanced 
approach to addressing fi'aud and abuse focusing on wrong-doing both by debtors and by those 
who exploit debtors. The Program combats debtor fraud and abuse primarily by seeking case 
dismissal if a debtor lias an ability to repay debts and by seeking denial of discharge for the 
concealment of assets and other violations. The Program protects consumer debtors from 
wrongdoing by attorneys, bankruptcy petition preparers, creditors, and others by seeking a 
variety of remedies, including disgorgement of fees, fines, and injunctive relief. 

We take seriously our responsibility to aggressively investigate and take appropriate 
actions against creditors who abuse the bankruptcy system, particularly when the abuse is 
systemic or multi-jurisdiclional. In many cases, creditor abuse is best addressed by the private 
case trustees we appoint who object to claims or by debtor’s lawyers who dispute loan agreement 
terms. But sometimes, the mtegrity of the system as a w'hole is at stake and it is important for the 
United States Tnistee Program to take direct enforcement action. 

Among the most recent significant cases we have litigated to redres.s creditor abuse are 
two in the Southern District of Texas, lain re Allen, counsel for the secured lender filed an 
eiToneous objection to confirmation in a chapter 13 case. After the debtor notified the law firm 
of the error, it responded with a shnilarly erroneous notice of withdrawal of the objection, 
inaccurately stating tliat the debtor had filed an amended chapter 13 plan. Testimony revealed 
that the law firm’s pleadings are computer-generated and they receive little or no attorney 
review. In its opinion, which assessed a sanction against creditor’s counsel, the court noted ^ 
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that tlic law fimi “has complained bitterly about the participation of the U.S. Trustee in this 
matter . . . [The United States Trustee’s] participation assured presentation of a complete 
factual and legal case . . . The U.S. Trustee provided an invaluable benefit to the case and 
to the process by his professional participation.” 2007 WL 1747018, slip op. at 3, n.5 
(Bankr. S.D. Tex. 2007) (empha.si.s added). 

In In re Parsley, Case No. 05-90374 (Banltr. S.D. Tex. 2007), still pending in the 
Southern District of Texas, tbe United States Trustee is litigating against two law firms and a 
national mortgage lender and sendeer. The Program deployed seasoned litigators from the 
Executive Office and other offices throughout the country to conduct discovery involving 20 
witnesses and nearly 10,000 pages of documents. The court recently heard a week of testimony, 
and additional hearing dates have been scheduled. 

Since the passage of the Bankruptcy .\buse Prevention and Consumer Protection Act of 
2005 (BAPCPA), we have reached out to many constituencies in the bankruptcy .system to 
identify areas where our enforcement actions with regard to creditor abuse could add tbe most 
value to protect debtors and the integrity of the bankruptcy system. For example, we have met 
on several occasions with numerous consumer debtor advocates, including the leadership of the 
National Association of Consumer Bankruptcy Attorneys. Additionally, at our most recent 
regularly scheduled meeting of the United Slates Trustees, we heard a presentation from a law 
professor who is completing a study commissioned by tbe National Conference of Bankruptcy 
Judges on mortgage industry practices in bankruptcy cases. We are hopeful that these and other 
outreach efforts will continue to inform our discussion and practices in this important area. 


3. In your prepared statement, you state that approximately 8% of chapter 7 debtors 
have income above the state median income. Of those, only 12% were presumed 
abusive. 

This means that less than 1% of chapter 7 cases are even presumed to be 
abusive. Is that correct? 

Yes, more precisely, .88 percent of all chapter 7 cases filed since the effective date of the 
means testing provisions of the Bankruptcy Code have been presumed abusive. Of that number, 
we exercised our statutory discretion to decline to file motions to dismiss in over 20 percent of 
the cases after consideration of tbe debtor’s “special circumstances.” Despite the high rate of 
declination, our rate of filing motions to dismiss is currently more tlian double the rate per 
thousand cases filed than it was prior to enactment of the BAPCPA. The United States Trustee 
has prevailed in 97.3 percent of the cases that were either adjudicated by the bankruptcy court or 
voluntarily dismissed or converted under the “presumed abuse” standard contained in 1 1 U.S.C. 
§ 707(b)(2). 

It is important to note that the means testing provisions provide a more objective and 
transparent method to make initial determinations of entitlement to ehapter 7 relief This allows 
debtors and their counsel to make means testing calculations before deciding whether to file for 
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chapter 7 versus chapter 13 reliefer to seek alternatives to bankruptcy . Therefore, the one 
percent rate of “presumed abuse” cases may understate the impact of the statutory change. 

Can you approximate what the cost of implementing the 2005 Amendments 

has been to achieve this result? 

Following passage of the BAPCFA, the President .submitted a FY 2006 budget 
amendment to the Congress requesting $37.2 million in additional funding for the Program to 
implement the provisions of the Act. The FY 2006 Appropriations Act, Pub. L. No. 109—108, 
included an enhancement of $26.4 million for additional BAPCPA responsibilities, including 
first-year funding of $15.7 million for 241 new positions to carry out the means testing 
provisions. The FY 2007 Appropriations Act, Pub. L. No. 1 10-5, provided S 1 1 million to 
annualize the funding for those positions, for a total over the nvo years of S26.7 million. The 
total includes funding for salaries and benefits associated with the new positions, as well as for 
infrastructure and other related costs of the positions (e.g., training, travel, transit subsidies, 
communication costs, rent, payroll seiv'ices, background investigations, flimiaire, office supplies, 
computers, and information technology). 

The FY 2006 budget amendment was based on an assumption that the Program would 
have data-enabled form technology available lo leverage the staffing resources that would 
otherwise be required to implement the means test. We have been working w'ith the 
Administrative Office of the United States Courts and the Judicial Conference of the United 
States to adopt data-enabled forms as a mandatory standard of the court’s electronic case filing 
system. The Administrative Office adopted the jointly developed data-enabled technical 
standard approximately two years ago, but only as an optional standard pending further study. If 
the Judicial Conference ultimately grants the Program’s request for the adoption of data-enabled 
forms as a mandatory standard, banki-uptcy administration will be streamlined and less costly, 
and policymakers will have more inforaiation lo evaluate the effectiveness of the bankruptcy 
system. 


4. Why is it that up to one-fifth of presumed abuse chapter 7 cases are not pursued 
because of medical expenses or loss of income from illness or injury? Should the 
means test forms be revised so that these cases will not be presumed abusive? 

As reflected in the testimony, tlie United States Trustee Program declmes to file motions 
to dismis.s in over 20 percent of cases that are “presumed abusive” under tlic means testing 
provisions of the Bankruptcy Code. About one-fifth of those declinations were based upon a 
determination that dismissal was not appropriate due to circumstances relating to a medical 
condition. Overall, medical-related decimations are made in about 4.8 percent of presurned 
abuse cases. 

Section 707(b)(2)(B) expressly provides that “the presumption of abuse may only be 
rebutted by demonstrating special circumstances, such as a serious medical condition . . . .” 
Among the specific reasons considered by the Program in tire cases where it declined to file a 
motion to dismiss were job loss resulting from injury to the debtor, chronic illness of tire debtor 
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or a debtor’s family member resulting in high medical expenses for the debtor, and similar 
circumstances. ' 

The means test forms promulgated by the Judicial Conference - Official Forms 22A 
(chapter 7) and 22C (chapter 1 3) - provide a place where a debtor can list additional expenses or 
adjustments to income reported, including those pertaining to medical circumstances. If debtors 
or their counsel inform the United States Trustee promptly of “special circumstances” tliat 
overcome the “presumed abuse” arising from the means test calculations, then the Program can 
flic a declination contemporaneous with the notice it is required to file reporting that the means 
test calculation resulted in a determination of “presumed abuse.” 1 1 U.S.C. § 707(b)(2). 
Therefore, we do not believe tire official forms need to be amended at this time. 


5. As you know, medical debt i.s not clearly identified in a debtor’s schedules as such. 
Often, a debtor will incur credit card debt or refinance his or her home mortgage to 
pay such debt. 

Thus, how could your office determine the percentage of cases that presented 
medical debt without interviewing the debtors as Professors Warren and 
Hlmmelstein did? 

As stated in the Program’s testimony, the medical debt information contained on official 
forms filed by debtors in bankniptoy cases generally does not indicate whether credit card, home 
equity loan, or other debt was incurred to pay for medical care. Certain bankruptcy forms do 
contain information fields, how'ever, that could be “data tagged” to allow for cases with medical- 
related debt to more quickly be identified and to permit a more comprehensive analysis of 
incidence of medical-related debt. For example, on Schedule J, Line 7, debtors are asked to 
provide an estimate of their average or projected monthly “Medical and dental expenses” and to 
report health insurance costs on Line 1 Ic. Additionally, on Official Form 22A, die following six 
lines provide relevant information: 

Line 31, Other Necessary Expenses: health care 
Line 34(a), Health Insurance 
Line 34(b), Disability Insurance 
Line 34(c), Health Savings Accomrt 

Line 35, Continued contributions to the care of household or family members (reasonable 
and necessary care and support of an elderly, chronically ill or disabled member of the 
household or immediate family members) 

Line 56, Other Expenses (required for the health and welfare of the debtor and the 
debtor’s dependents) 

If these data could be extracted and aggregated from official court filings, then 
bankruptcy policy-makers and administrators would be able to make decisions or take actions 
with a belter understanding of tire relationship between medical costs and bankraptcy. 
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Answers to Post-Hearing Questions from Elizabeth Warren, 
Harvard Law School, Cambridge, MA 


Questions for Professor Elizabeth Warren 


1 . Please explain the relationship between medical debt and subprime 
mortgages. 

2. Critics of your study assert that its conclusions are unrealistic and that 
you and your colleagues “fail to provide a causal relationship to 
support the claim that medical spending contributes to ‘half of all 
bankruptcies,’” Based on their analysis of the researchers’ data, the 
critics were able to find a “causal link in only 1 7 percent of personal 
bankruptcies.” 

What is your response to this criticism? 

3 . Critics of your study also question whether it substantiates your 
assertion that national health insurance would greatly reduce the 
number of bankruptcies filed as a result of medical debt. 

What is your response? 

4. Professor Zywicki asserts that “American households should be much 
more resilient to temporary income interruptions than in previous 
years.” 

What is your response? 

5. Professor Zywicki asserts that the “increasing number of two wage- 
earner families obviously has made families more resilient in the face 
of the loss of one income as the result of job interruptions from healtli 
problems or any other source.” 


What is your response? 
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6. Professor Zywicki states that “[m]ost studies of bankruptcy filers have 
failed to find a relationship between health debt and bankruptcy, 
although medical debt does play a role in some bankruptcy filings.” 

What is your response? 

7. Professor Zywicki states that he has been “unable to locate any 
independent researcher unaffiliated with any of the authors of [your] 
study who has endorsed the methodology or findings of this study.” 

What is your response? 

8. Professor Zywicki criticizes your study for including as “medical 
bankruptcies” such events as gambling addiction, a death in the family, 
or the birth or adoption of a child. 

What is your response? 

9. Professor Zywicki states that the 2005 Amendments to the Bankruptcy 
Code “has cut bankruptcy filings in half, primarily by detening 
fraudulent and abusive filings while preserving bankruptcy relief for 
those who need it.” 

What is your response? 

10. Professor Zywicki states that the current bankruptcy system is “well- 
equipped to deal with the challenges of medical bankruptcies.” 

What is your response? 

11. In what respects would you recommend amending the Bankruptcy 
Code to better accommodate debtors with serious medical problems? 



257 


1 2. Earlier this year, Henry Sommer, President of the National Association 
of Consumer Bankruptcy Attorneys, testified before this Subcommittee 
that “[bjankruptcy has gone from being a relatively low-priced 
proceeding that could be handled quickly and efficiently to being an 
expensive minefield of new requirements, tricks and traps that catch the 
innocent and unsuspecting debtor.” 

What is your response? 

13. The Bankruptcy Abuse Prevention and Consumer Protection Act of 
2005 requires consumers to submit in connection with their bankruptcy 
cases extensive documentation, such as tax returns, payment advices, 
and bank statements, among other documents. 

What happens if a debtor simply does not have these documents? 

14. How many Americans in 2006 would you estimate have medical debt? 

How many Americans would you estimate declared bankruptcy as the 
result of medical debt in 2006? 

15. Professor Zywicki in his prepared statement states that “[f]or every 
Innocent debtor who has found himself down on his luck as the result 
of illness and injury, there are also innocent doctors, nurses, and health 
care professionals who have provided ameliorating and even life- 
saving care lor the debtor.” He continues, “Every $100,000 discharged 
rather than paid in bankruptcy may be the difference between a hospital 
hiring a new nurse or the ability of a doctor to afford indigent care for 
another patient.” 

What is your response? 


16. 


Professor Zywicki states that “current law adequately accommodates 
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the claims of those debtors laid low by medical problems and expenses 
and other innocent parties who are affected by bankruptcy including 
health care professionals and other consumers.” 

What is your response? 
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1 . Some families try to deal with overwhelming medical bills by refinancing their 
homes. Among the families in bankmptcy, about 2% of all families (about 4% of 
all homeowners) report refinancing or taking out second mortgages to pay 
medical bills. If these numbers were applicable across all years, then an estimated 
200,000 families put their homes on the line to try to pay medical bills before they 
ultimately declared bankruptcy. 

2. My co-authors and I responded to this piece in full. See, David llimmelstein, 
Deborah Thorne, Elizabeth Warren and Steffie Woolhandlcr, Discounting the 
Debtors Will Not Make Medical Bankruptcy Disappear, Health Affairs No. 2, 25 (2006). 
The critics, who were paid by the health insurance industry to launch their attack, 
produced no new data. Instead, they simply decided to redefine medical bankruptcy, 
cutting out, for example, debtors who mortgaged their homes to pay medical debts or 
those who ran up credit card debts to pay for medical bills. Similarly, they 
eliminated Irom the medical-bankruptcy category debtors who said they had large 
drug or home care costs, though not hospital or doctor bills. Redefining medical 
bankruptcy does not make it go away. 

3. Our study makes it clear that health insurance does not protect families Irom the 
economic fallout of a serious medical problem. Fully three out of four — 75.7% — 
medical debtors had insurance at the onset of the illness or accident that they 
identified as contributing to their bankruptcies. The current system provides too 
little protection even for those with insurance. 

4. Professor Zywicki has a strong opinion that is not backed up either by 
independent data or by the experiences of most Americans. 

5. Shaip increases in the costs of big fixed expenses have made all families more 
vulnerable financially. In a single generation, families are spending more just for 
the basics. So, for example, the size of the home purchased by the median 
earning family has moved from 5.8 to 6.1 rooms, but the monthly mortgage 
payment has increased by nearly 80% (in infiation adjusted dollars). Health 
insurances costs have increased 75%; transportation costs have increased 52%. 
The two income family also must cope w'ith child care costs and an increase in 
taxes. The bottom line is that after they pay their basic expenses, today’s two- 
income families have less cash left over than their one-income counterparts a 
generation ago. They are working hard, but they' are more vulnerable than ever. 

6. Professor Zywicki ignores the over-whelming number of studies that confirm the 
role of medical debt in pushing families into bankruptcy. See, for example, a 
study in Utah in 2004. Researchers Ezekial Johnson and James Wright studied 
281 bankrupt families.’ They discovered that 61% of families cite medical 
problems as a major reason for their financial troubles. They note the higher- 
than-average citation of medical reasons in Utah as possibly linked to the slate’s 


' Bzekial Johnson and James Wright, Are Mormons Bankrupting Utah?, XL Suffolk Law Review 607 
(2007). 
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low expenditures on health care and the increased likelihood of no health 
insurance for Utah families. They compare these data with other states that have 
lower filing rates and better support for fomilies with medical problems, 

Johnson and Wright’s study followed an earlier study of Utah families in 
bankruptcy conducted by the Salt I.ake Tribune.^ Researchers analyzed court 
records for 1 ,053 randomly selected bankmpt families from June 2003 to June 

2004, and concluded that 60% of the families were in bankruptcy because of 
unpaid medical bills. A more recent study of Utah families by the United Way 
reached a similar conclusion.^ This statewide telephone survey of nearly 2000 
households plus focus group with 55 Utah citizens concluded that healthcare and 
job-related factors were most cited as affecting financial stability. 

In another study of bankruptcy families, Ning Zhu studied 1,667 Chapter 7 
cases and 1,089 Chapter 13 cases filed in 2003 in Delaware. This project used 
only court record data, so it could not provide a comprehensive look at the 
number of bankrupt families with medical problems. But the court record data 
alone showed that large medical bills led to a 50% increase in the likelihood of 
filing for bankruptcy. 

In a study of 279 bankruptcy cases filed in Champaign County, Illinois in 
December 2001, 58% of the filings involved medical debt. Researchers Claudia 
Lenhoff and Brooke Anderson noted, “This number does not include medical debt 
that was paid for with credit cards or by borrowing from a loan company." 
Claudia Lenhoff and Brooke Anderson, Champaign County Health Care 
Consumers’ Medical Billing Task Force, Medical Debt in Champaign County 
(April 2003). 

A recent regional study of debtors filing for bankruptcy concentrated on 
low-income families. Trilby de Jung studied 348 families seeking help at 
bankruptcy clinics in Albany, Syracuse, Rochester and Buffalo, New York in 

2005. “' Among the respondents, 58% had medical debts, and 36% experienced a 
loss of income associated with their medical problems. 

Some researchers have focused on the financial impact of particular 
illnesses. A 2006 USA Today, Kaiser Family Foundation, and Haiv'ard School of 
Public Health survey of households affecled by cancer documented that 3% of 
these families had declared bankruptcy and 7% had taken a second mortgage on 
their homes.^ In addition, 13% were contacted by a collection agency over their 
medical debts. One quarter of the families said they had used up all their savings 


^ Utahans and Bankruptcy: Why We’re Going Broke, Salt Lake Tribune A-1 (January 1 1, 2005). 

’ United Way ofSalt Lake, Living on the Edge: Utahans Perspectives on Bankruptcy and Financial 
Stability^ (2006) (available at www.uw.Qrg/ima ges/ PDFs/UWBKReDort.pdf J. 

" Trilby de Jung, A Review of Medical Debt in Upstate New York, Empire Justice Center (January 2006). 
^ USA Today, Kaiser Family Foundation, and Harvard School of Public Health, National Survey of 
Households Affected by Cancer (November 2006). 



261 


dealing witli the fallout from cancer, and one-tenth could not afford basics such as 
food, heat and housing. 

Researchers Deanna L. Sharpe and Dana Lee Baker explored the financial 
impact of having a child with autism.® The authors cite several stories of 
uncovered health expenses and the families’ increasing need to file bankruptcy. 

In an American Enterprise Institute study, Aparna Mathur analyzed data 
from the Panel Survey of Income Dynamics, using longitudinal data to examine 
the relationship between medical problems and bankruptcy. ' The PSID data 
focused on 74 families who admitted to filing for bankruptcy.* The dataset 
includes the debtor’s explanations for why they filed for bankruptcy, but Mathur 
bypassed these data, examining only the reported reasons for incurring specific 
debts. Mathur concluded that medical debts were significantly related to 
bankruptcy filings, although they were often not the main reason for filing. 

Mathur sets the floor at 27% of bankruptcies as caused primarily by medical 
problems, while other debtor’s medical problems, job problems and other 
difficulties are tangled together. 

There are a number of studies that do not focus specifically on bankruptcy, 
but they draw the connection between medical and financial problems. In effect, 
these are the studies that show, at least in part, why so many families end up in 
medical bankruptcy. Michelle M. Doty, Jennifer N. Edwards, and Alyssa L. 
Holmgren conducted a national telephone survey in 2003-04 for the 
Commonwealth Fund.* They studied 4,052 homcholds. Among the key findings: 

• 77 million Americans age 19 and older — nearly two of five (37%) adults — have 
difficulty paying medical bills, have accrued medical debt or both within past 
three years. 

• Working-age adidts incur significantly higher rates of medical bills and debt 
problems than those 65 and older, highest rates among uninsured. Even those 
with health insurance have significant trouble. 

• 2/3 of people with a medical bill or debt problem went without needed care 
because of cost — nearly three times the rale of those witliout these financial 
problems. 


^ Deanna L. Sharpe and Dana Lee Baker, Financial Issues Associated with Having a Child with Autism, 28 
Journal of Family Economic Issues 247 (March 9, 2007). 

’’ Aparna Mathur, Medical Bills and Bankruptcy Filings, American Enterprise Institute Working Paper (July 
19, 2006), 

® The PSID purports to be a cross-section of American femilies, but the number o families admitting to a 
bankruptcy filing is about half that of the population in the year asked. This means either that the sample is 
not representative or that about half of fiose who filed for bankruptcy denied it. This discrepancy calls into 
question the use of the database for analyzing bankruptcy issues. See. e.g., Less Stigma or More Financial 
Distress: An Empirical Analysis cf the ExtraonSnary Increase in Bankruptcy Filings, 59 Stanford L. Rev, 
213,245-46(2006). 

’ Michelle M. Doty, Jennifer N. Edwards, and Alyssa L. Holmgren, Seeing Red: Americans Driven into 
Debt by Medical Bills, The Commonwealth Fund (August 2005). 
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• 21% of all non-clderly adults have been contacted by a collection agency over a 
medical bill within past 12 months. (The rates were 35% for the uninsured and 
1 5% for those with insurance.) 

How medical debt becomes credit card debt was the subject of a study by 
Cindy Zeldin and Mark Rukavina for the Demos Foundation and The Access 
Project.'° They surveyed 1 1 50 low and middle income households with credit 
car d debt, documenting that 29% of those households with credit card debt 
reported that medical expenses contributed to their current level of credit card 
debt. Among the “medically indebted,” the study found: 

• 69% had a major medical expense in the previous three years. Within this 
“medically indebted” group 

• 44% had credit card debt higher than $10,000 and 57% had credit card debt 
higher than $5,000. 

• Average credit card debt for the medically-indebted was higher for low- and 
middle- income households ($1 1,623) as compared to households without a major 
medical expense ($7,964). 

• Average credit card debt was higher for those without health insiuance ($ 1 4,5 1 2) 
than for those with health insurance ($ 1 0,973). 

• Average credit card debt was higher for households with children ($12,840) than 
fortliose without children ($10,669). 

• The medically indebted are more likely to be called by bill collectors than those 
without such medical expenses (62% versus 38%). 

In a study conducted at ten community-based organizations in Baltimore City, 

Maryland in 2002, Thomas P. O’Toole, Jose .1. Arbelacz, Robert S. Lawrence 

surveyed 274 adults." They found: 

• 46.2% reported currently owing money for medical care they received 

• Average debt load per person was $3,409, almost half of the annual reported 
income. 

• 39.4% reported they had been referred to a collection agency for a medical debt 
at some point in their lives 

• Having medical debt significantly is associated with no medical insurance 
(60.1% V. 31.5%) 

A study by Sydney D. Watson, Margarida Jorge, Andrew Cohen and Robert 
W. Seifert for The Access Project documented the difficulties femilies have in 
dealing witli health care expenses. In 2006, they surveyed 383 working families 
living in the St. Louis, with incomes generally below $35,000. More than half — 


Cindy Zeldin and Mark Rukavina, Borrowing tt> Slay Healthy: How Credit Card Debt ia Related lo 
Medical Expenses, Demos and The Access Project (2007). 

Thomas P, O’Toole, Jose J. .Arbelaez, Robert S. Lawrence, The Baltimore Community Health 
Consortium, Medical Debt and Aggressive Debt Restltutiotl Practices, 19 Journal of General Internal 
Medicine 772-78 (2004). 
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53% — of respondents currently owed money for medical care.'^ Among those who 
could not pay their medical debts in full, bad credit and housing problems were 
widespread. 

7. My co-authors’ and my work was published in a wcll-respected, peer-reviewed 
journal. It was anonymously reviewed, and all parts of the study — including the 
methodology — were scrutinized before the journal agreed to publish it. 1 know of 
none of Professor Zywicki’s work that has been similarly reviewed and validated. 

8. We have given every possible breakdown of the data in our published work and in 
the testimony before this Committee. The gambling and alcoholism responses are 
not counted in the report that 56% of families in bankruptcy report filing for 
bankruptcy in the aftermath of serious medical problems, a fact that has been clear 
in the published work. 

9. Professor Zywicki has offered no data of tmy kind to support his claim that the 
bankruptcy amendments have eliminated only abusers from the bankruptcy 
system. I would be glad to review any evidence he presents. 

1 0. Professor Zyw'icki has offered no data of any kind to support his claim that the 
bankruptcy system is capable of handling medical bankruptcies, I would be glad 
to review any evidence he presents. 

1 1 . Providing relief for families hard-pressed by medical bills would include lowering 
the barriers to entry (higher fees, higher atloniey costs, the costs associated with 
credit counseling) and expanding relief for famiiie.s at risk for losing their home,s 
(including the ability to deal with high LTV mortgages). 

12. The 2005 amendments added a number of hurdles for debtors to meet. Any 
increa.se in paperwork, procedures and expanded liability for attorneys will likely 
drive up total costs. 

1 3. A debtor who cannot produce the needed documentation in a timely manner will 
forfeit bankmptcy protection. 

1 4. According to the Commonwealth Fund studies, 77 million Americans age 1 9 and 
older — nearly two of five (37%) adults — ^have difficulty paying medical bills, 
have accrued medical debt or both within past three years. In the aftermath of the 
2005 amendments, bankruptcy filings were sharply cut in 2006. During 2006, an 
estimated 300,000 families filed a medical bankruptcy. 

15. The bankruptcy court records make it clear that only a .small fraction of the 
medical debts that families have incurred are still held by the medical facility at 
the time of the discharge in bankruptcy. Some medical debts were paid with 


Sydney D. Watson, Margarida Jorge, Andrew Cohen and Robert W. Seifert, Living in the Red: Medical 
Debt and Housing Security in Missouri, The Access Project (2007). 
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credit cards. Others were paid when debtors took out second mortgages. Still 
others were paid out of current income, while the debtors borrow'ed money to pay 
other living expenses. In all those cases, the family was overwhelmed by medical 
debt, but none of that medical debt was discharged in bankruptcy. 

1 6. Professor Zywicki has offered no data of any kind to support his claim that the 
bankruptcy system is capable of handUng medical bankruptcies. 1 would be glad 
to review any evidence he presents. 
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Answers to Post-Hearing Questions from Mark Rukavina, 
Executive Director, The Access Project, Boston, MA 


Response to written questions from the House of Representatives’ Committee on the 
Judiciary followina July 17- 2007 hearina on Working Families in Financial Crisis: 
Medical Debt and Bankruptcy 

Submitted by Mark Rukavina. Executive Director. The Access Project. 

1 . Please explain why Americans, such as Ms. Smith, are not unique? 

The Access Project has done extensive research on the issues of medical debt and 
inadequate insurance coverage. A project conducted in the year 2000 surveyed more than 
10,000 uninsured individuals In two dozen communities across the country. We explored 
their experiences and perceptions in accessing and paying for medical care. Though this 
effort we developed a deeper understanding of the problem of medical debt. 

Nearly half of all respondents (46%) from this 2000 survey reported having unpaid bills 
or being in debt to the facility where they received care. This was surprising given that 
the vast majority of the respondents received care at safety net facilities, which have a 
mission to serve uninsured and other underserved populations. This challenged the 
common belief that the uninsured can get the care they need, when they need it, at no 
cost. It also documented that while people received care, they were left with significant 
medical debt,' 

Since that time, we have conducted many other research projects to examine the problem 
of medical debt and have found that it is widespread and has long-lasting repercussions. 
Time and time again, we found that those with medical debt delayed or avoided care. For 
example, in a survey of community health center patients in Massachusetts, 41% reported 
medical debt. Among those with debt, nearly three in five said that it caused them to 
delay getting care when they needed it.^ A survey of farm families in Kansas found that 
nearly one-third (29%) of the non-elderly respondents had medical debt. Of those with 
medical debt, nearly (47%) said it caused them to delay or avoid needed care." 

Our findings are consistent with those other organizations. A national study done by the 
Commonwealth Fund found that one in five (21%) Americans adults under the age of 65, 
an estimated 36 million people, have medical bills they are paying off over time.'' The 
Kaiser Family Foundation estimates that 58 million Americans are at risk of incurring 
medical bills they may not be able to repay." Included in this figure are Americans 
uninsured for any part of the year and nearly 18 million people with private insurance 
coverage that provides them with inadequate protection. Research from both of these 
organizations has also made a correlation between medical debt and limited access to 
care. 

Financial consequences also result from medical debt. In an Access Project survey of 
people seeking help at Volunteer Income Tax Assistance sites, we found that more than 
one-quarter of the respondents experienced housing problems as a result of their medical 
debt. Problems ranged from being unable to qualify for a mortgage, being turned down 
from renting a home, and even eviction or foreclosure.® 
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The national studies cited previously also document the financial consequences of 
medical debt. The Commonwealth Fund research found that among those with medical 
debt, one-quarter were unable to pay for basic necessities and one in four used up most or 
all of their savings trying to pay off their medical bills. For many American families, 
when the burden of outstanding medical bills becomes too great, they must consider the 
decision to file for personal bankruptcy. According to research conducted by Harvard 
University, approximately half of all Americans filing for personal bankruptcy do so 
because of a medical problem.’ Medical problems included both the loss of income due 
to illness or injury and unpaid medical bills. 

The various research cited above clearly illustrates that the situation faced by Ms. Smith 
is not unique. 

2. Please explain how a family with full insurance can still face financial distress as a 
result of medical debt. 

It is difficult to clearly define full insurance. However, recent research conducted by The 
Access Project indicates that even families with relatively comprehensive insurance 
purchased from ostensibly reputable companies can experience medical debt.* 

Our research examining medical debt among those with insurance found that the 
combination of insurance policy premiums AND deductibles, co-payments or co- 
insurance often resulted in unaffordable medical expenses or medical debt. Families with 
lower incomes or chronic conditions often faced unmanageable financial burdens as a 
result of co-payments for medications or regular and frequent doctor visits that consumed 
much or all of their disposable income. We also found that annual or lifetime caps on 
coverage could leave people with enormous debts if they became seriously ill. 

Complex cost-sharing arrangements were also a cause of medical debt. Such 
arrangements made it difficult for people to understand which bills were to be paid by the 
insurer and which were their responsibility. For this reason, people often found it hard to 
identify errors or to resolve insurance disputes when they thought errors had occurred. 
Complex arrangements also sometimes made it difficult for people to comply with 
required procedures, which sometimes left them liable for expenses their insurance 
should have covered. Sorting out these issues often took months to resolve and typically 
took place when respondents, or their loved ones, were ill and vulnerable. 

Our research on the insured population is consistent with that of other organizations. 
Commonwealth Fund research estimated that approximately one in eight insured 
American adults is underinsured.’ Their definition for underinsured included adults who 
1) had medical expenses amounting to 10% or more of household income, 2) had 
medical expenses amounting to 5% or more if their household incomes were below 200% 
of the federal poverty level, or 3) had a health plan deductible amounting to 5% or more 
of household income. 
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The study also found that the underinsured were less likely to have coverage for 
prescription drugs, dental services, or vision services and that they were more likely to 
have higher deductibles. This research also revealed that the underinsured delayed care 
and experienced financial distress at rates similar to the uninsured 

3. Please explain some of the shortcomings of the current health insurance system. 

As the cost of health care escalates so, too, does the amount charged for health insurance 
premiums. A newly released survey from the Kaiser Family Foundation found that the 
cost of health insurance premiums increased by 78% since 2001, while wages increased 
by only 19%.*“ Fligh premiums cause employers and individuals to drop coverage. 

Increasing health insurance premiums have also resulted in a redesign of insurance 
products, many of which offer lower premiums in exchange for less comprehensive 
benefits and much higher deductibles, co-payments, and other forms of cost sharing. 

New insurance products also include tax-sheltered health savings accounts that are 
coupled with high deductible plans. Some policymakers believe that such products will 
be effective in containing costs. They believe that if patients have to pay for more of 
their care, they will become more prudent purchasers of care and thus drive down costs. 
Such products are also often appealing to employers struggling to maintain coverage as 
health care costs continue to climb. 

While these products are intended as affordable options for the uninsured, The Access 
Project questions their effectiveness, especially for low income populations with limited 
resources. While these approaches may provide some relief to employers purchasing 
coverage, they do not contain the cost of health care but rather shift it to the patient. This 
cost shifting will inevitably exacerbate the problem of medical debt. 

Another problem with the current system is that large insurers control the market in many 
parts of the county. The health insurance industry has experienced significant 
consolidation as a result of mergers and acquisitions. According to one report, a single 
insurer controls one-half or more of the market for FlMOs and PPOs, the most commonly 
purchased insurance products, in more than half (56%) of the 294 metropolitan areas 
studied." United Health Group has acquired more than 30 health insurance firms since 
1991. WellPoint and United, the two largest for-profit insurers, now control one third of 
the commercial health insurance market nationally. Consolidation is not limited to the 
for-profit sector. According to a GAO report, nonprofit Blue Cross Blue Shield plans 
now control more than half of the market in at least nine states.*^ 

It is not surprising, given this level of market consolidation, that insurers’ profits and 
reserves have risen dramatically. United Health Group’s revenues rose from $23 billion 
in 2001 to over $45 billion in 2005,*“ while Blue Cross Blue Shield (BCBS) plans have 
seen rapid increases in their surpluses and reserves. In Rhode Island, BCBS reserves 
grew by $ 1 50 million since 1 999, at the same time that premiums approximately 
doubled. In Washington State, reserves at two BCBS plans increased by 60 percent or 
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more between 2000 and 2004.'^ In 2005, BCBS cash reserves in Massachusetts exceeded 
$1.2 billion,*'’ while in Pennsylvania, the reserves of the four BCBS plans topped $4 
billion.*^ 

Unfortunately for those buying health insurance, consolidation and healthy margins have 
not resulted in a lowering of premiums. The reported figures in the financial statements 
of the publicly traded companies reveal that a smaller portion of the health premium 
dollar is going toward paying medical claims. Over the past five years, United Health 
Group has gone from paying 85 cents on the dollar on medical care to barely over 80 
cents;'** thus one fifth of the premiums they receive are paying for administrative 
overhead and marketing fees as well as profits. Clearly, the fact that smaller portions of 
the premium dollar are being used to pay for patient care reflects inefficiency and 
represents a shortcoming of our health insurance system. Recent news reports indicate 
that products sold to smaller employers have been a particular gold mine for United 
Health and its rivals in recent years, as medical inflation has eased but insurers continue 
to raise premiums at double-digit rates. 

4. It is asserted that certain characteristics of health insurance plans put insured people at 
greater risk for experiencing financial distress as a result of medical debt. Please explain 
what these characteristics are. 

As mentioned in response to question 2, we have examined the issue of medical debt 
among those with insurance. Some of the characteristics we identified as contributing to 
medical debt include high premiums, deductibles, co-payments and co-insurance; benefit 
caps; and complexity of coverage and cost sharing requirements.. 

For some people, the cost of premiums can lead to medical debt,. National research has 
found that health insurance premiums alone account for at least 5% of annual income for 
nearly one in five insured adults.^" This figure jumps to nearly one-half among adults 
who are underinsured. With premiums absorbing such high levels of family incomes, 
there is often limited disposable income left should one experience illness or injury and 
require treatment. 

Access Project research examining medical debt among those with insurance has found 
that cost sharing in the form of deductibles, co-payments and co-insurance can also lead 
to medical debt. People are particularly prone to facing unexpectedly high medical 
expenses if their insurance policies require co-insurance. Co-insurance requires patients 
to pay a certain percentage of the cost of care. Many of the individuals we spoke with 
were shocked by the size of the bills they incurred because of co-insurance. 

Benefit caps represent another problematic insurance characteristic; they include lifetime 
caps, annual caps, per illness or injury caps, or caps for certain services. According to the 
insurance industry, only a small percentage of patients exceed caps. However, for those 
reaching these caps, the result can lead to financial catastrophe and an inability to access 
further treatment. 
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The complexity of health insurance with respect to cost-sharing arrangements, billing, 
policies and procedures is also a serious problem. In our research we found that when 
people tried to clarify bills, they often received incomplete or inconsistent infonnation 
from their insurance companies. As a result, people sometimes sought care that they 
thought their insurance would cover, only to find that the claims were denied because of 
fine-print policy provisions or procedural requirements. In other cases, insurers’ refused 
to pay for services that should have been covered. Sorting out problems could take 
months and the investment of incredible amounts of energy, often at a time when people 
were also dealing with serious illness. 

Sometimes, unexpected expenses resulted from treatment provided by an out-of-network 
provider. Frequently, patients were unclear about which providers were included in a 
given network. For example, in some cases a patients received care at a hospital that was 
in their network, but were treated at the hospital by a physician who was not in their 
network. 

For all of the reasons cited above, we have found that for many people health insurance 
does not fulfill its primary function, which is to allow them to access needed care when 
they get sick without suffering overwhelming financial losses. 

5. Professor Zywicki states that there is no “evidence that medical bankruptcies are 
creating any sort of crisis for the bankruptcy system or that the percentage of medical 
bankruptcies has been rising over time.” What is your response? 

1 disagree with Professor Zywicki’s claim. Research conducted by Flarvard University 
found that illness or medical bills was a major contributing factor in nearly half of all 
personal bankruptcies. The findings of the Harvard study may differ from Professor 
Zywicki’s because the Harvard researchers gathered more detailed information from 
respondents on the context and original source of their debt. 

Medical debt, like all forms of debt, is fungible. For example, from research conducted 
by The Access Project and others we know that many people put medical bills on their 
credit cards. In a bankruptcy filing, these bills might be categorized as credit card or 
consumer debt, even though their original source was medical expenses. The research 
conducted by Harvard University was designed to reveal this type of often overlooked 
medical debt. 

In addition, in interviews conducted by The Access Project with various experts on 
personal bankruptcy, including Clerks of US Bankruptcy Courts, Bankruptcy Trustees 
and members of the private bar representing individual filers, we have consistently heard 
that medical debt and medical incidents are among the top two or three factors 
contributing to personal bankruptcy. 

In the surveys conducted by The Access Project on medical debt, typically only a small 
percentage of respondents have filed for bankruptcy as a result of incurring medical debt. 
However, other aspects of our research indicate that bankruptcy often represents the last 
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resort of people trying to deal with unaffordable medical bills.. We asked people with 
medical debt about the sources they used to pay off medical bills . We found that many 
had exhausted their savings, borrowed from friends and family, charged medical 
expenses to their credit cards, taken out loans, or borrowed against a home in order to pay 
off medical expenses.^' For those who had exhausted all of these avenues, bankruptcy 
was often the only alternative. 

With regard to whether the percentage of medical bankruptcies has been increasing over 
time, we would again refer to the research done by Harvard University. 

6. Professor Zywicki cites a study by Domowitz and Sartain that purportedly finds little 
correlation between medical debt and other sources of financial distress, such as job loss 
or income interruption. What is your response? 

Access Project research challenges the claim that there is no correlation between medical 
debt and other sources of financial distress. In a study conducted in conjunction with a 
Consumer Credit Counseling Service of Palm Beach, Florida,^^ credit counselors asked 
people seeking their services whether a medical problem was part of the reason they 
sought credit counseling, and whether paying for medical bills caused them to delay 
paying for other bills. 

The result surprised even the counselors. Approximately 40% of respondents said that a 
medical problem contributed to their debt. Medical problems included both medical debt 
and loss of income due to limits on a person’s ability to work. Almost one-third (30%) of 
the respondents stated that the medical problem left them with unaffordable bills, two in 
five (42%) said it limited their ability to work, and more than one-quarter (28%) said that 
they both incurred medical debt and were limited in their ability to work. 

Because the vast majority of Americans secure health care coverage through 
employment, the loss of a job can also lead to the loss of health insurance and thus 
greater risk for medical debt.. This in itself suggests a strong correlation between medical 
debt and job loss. 

7. Professor Zywicki stated that “there is no evidence that lack of medical Insurance is a 
major causal factor in bankruptcy filings?” What is your response? 

Our research and that of others clearly documents that the uninsured are far more likely 
to incur medical debt than those with insurance. This seems intuitively obvious since the 
uninsured are expected to pay the entire cost for any care they receive. 

One national study found that more than one-quarter of the uninsured had medial debt 
compared to just under one-fifth of those with insurance. The amounts of debt also 
varied between these groups. The uninsured were twice as likely as the insured to have 
outstanding medical debt of $8,000 or more. . Just under half of the uninsured with 
medical debt used up all of their savings trying to pay it off, compared to one-third of 
those with insurance.^^ 
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Another national study found that among low income households carrying credit card 
debt, nearly one-third reported that medical expenses contributed to the level of debt. 
Among those reporting medical expenses as a factor, the average credit card debt was 
significantly higher ($14,512) for those without insurance than those with coverage 
($10,973).^“ 

These data suggest that while insurance does not necessarily protect people from 
financial hardship resulting from medical bills, it does make it less likely that they will 
experience this problem.. 

8. What are some of the consequences of inadequate insurance? 

Inadequate insurance can be a barrier to needed medical care and it result in serious 
financial problems for those who experience illness or injury. 

A large body of research documents that the care seeking behaviors of the uninsured 
differs significantly from those with insurance. For example, the uninsured are far more 
likely to delay care, forego treatment, or skip medications than those with insurance. 
However, a great deal of recent research indicates that inadequate insurance also creates 
barriers to accessing care. One national study found that the underinsured were at least 
three times more likely to skip a test or treatment, forgo a follow-up appointment 
recommended by a physician, or not visit a clinician in spite of having a medical problem 
than those with more comprehensive insurance coverage. 

Another national study found that insured Americans with medical debt are as likely to 
postpone care due to cost as are the uninsured, while both groups are nearly five times 
more likely to postpone care than those with insurance but no medical debt.^® 

Inadequate insurance coverage is also associated with serious financial consequences. 

The undeiinsured are far more likely to incur debt, be contacted by a collection agent, or 
change their way of life in order to repay medical debt than are those with better 
insurance.^’ 

9. Some say that medical debt problems among the insured are likely to increase. Please 
explain your assessment of this concern. 

As health care costs escalate and health insurance coverage diminishes, insurers are 
increasingly shifting the cost of care to patients. A study of increases in health insurance 
premiums in 2007 found that premiums increased at twice the rate of inflation. One 
article reporting on the study findings said,. “Premiums would climb even higher. . . if 
[employers] didn't plan to increase employees' deductibles and introduce other cost- 
sharing measures.^** Given that these additional costs come on top of a large increase in 
premiums, it is almost certain that more insured people will incur medical debt. 
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Now that national household surveys are regularly gathering data on medical debt, it will 
be possible to track the number of Americans with medical debt over time These data 
will provide an important measure of the effectiveness of insurance coverage in 
guaranteeing people access to health care and protecting their financial security. 

10. Please summarize the findings of The Access Project’s report on the Massachusetts 
Student Health Insurance Mandate. 

Massachusetts health reform passed in 2006 included a provision that residents of the 
state must have health insurance coverage. This individual mandate has been lauded as 
innovative, although the state actually implemented an individual mandate once before. 
Nearly 20 years earlier, in 1988, Massachusetts passed what was commonly referred to as 
the Dukakis Universal Health Care Law. The law included a requirement that all students 
enrolled at least three-quarters time in an institution of higher learning in the state have 
health insurance. This “student mandate” has been in effect since that time. 

The regulations governing the student plans state, in non-specific language, the minimum 
benefits that a plan must include to qualify as coverage under the program. They include 
requirements that a plan provide “reasonably comprehensive coverage,” including 
preventive and primary care, emergency services, hospitalization benefits, ambulatory 
patient services and mental health services. Though the regulations called for reasonably 
comprehensive coverage, our research identified a number of problems with the plans. 
They included the following: 

Coveratre Caps : Nine out of ten plans included caps of $50,000 or less on the amount to 
be paid per illness or injury. The plans also included caps on particular services. 
Examples include a $5,000 cap on surgeons’ fees, a $1,500 cap on outpatient care, and a 
$1 50 cap on ambulance services. Some plans also had caps for other high-cost 
procedures, such as CAT scans, MRIs, radiation, and chemotherapy. 

Co-insurance : Co-insurance was a common component in the student plans. The amount 
students were responsible for paying ranged from 20 to 70 percent of costs. The co- 
insurance was in addition to any deductible and co-payments that patients may have paid 
when they received care. 

No limits on out-of-pocket costs : Very few of the plans set maximum amounts that 
policyholders would be required to pay in out-of-pocket expenses. In the few instances 
where there were limits, the maximums applied only to co-insurance paid during the plan 
year. 

Complexity : In addition to deductibles, co-insurance, co-payments, and other fees, we 
found that the complexity of the cost-sharing arrangements in the plans left students with 
significant out-of-pocket costs. This sometimes occurred even when they received 
services that the plans should have covered. 
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The experience with the student mandate makes clear that insurance coverage in and of 
itself does not guarantee people access to care or protection from serious financial loss. 
Nor can one judge the affordability of insurance simply in tenns of the amount of the 
premium. These student plans generally have low premiums and low deductibles. 
However, the co-payments, co-insurance, and particularly the illness, injury, and benefit 
caps serve as barriers to accessing care and leave students exposed to excessive financial 
costs. 

We recommended in our report that the state must hold insurance companies accountable 
for the quality of their products and services, especially when mandating that people 
purchase insurance. The Access Project believes that it is crucial to enact and enforce 
strong consumer protection mechanisms in the health insurance marketplace. 
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Answers to Post-Hearing Questions from David U. Himmelstein, 
Harvard Medical School, Cambridge, MA 


Response of David II. Himmelstein, M.D. 

To Questions from the Committee on the Judiciary, Subcommittee on Commercial 
and Administrative Law 

1- Full resolution of the medical debt and medical bankruptcy problems will require 
fundamental reform of our health care financing system, coupled with 
improvements in disability insurance coverage. Only national health insurance 
assuring first-dollar coverage of all medically necessary care can offer full 
protection from medical bills. Employment-based coverage is bound to fail, since 
many individuals become too sick to work, and hence lose their employment- 
based insurance exactly when they need it most. Policies that carry deductibles, 
copayments, limitations on coverage or exclusions also leave Americans 
vulnerable to medical bills at the time in their lives when their incomes are at 
likely to fall due to illness. In sum, health coverage should be comprehensive and 
fully guaranteed regardless of ability to pay or employment status, and without 
out-of-pocket costs. 

But even comprehensive health insurance coverage would leave some Americans 
vulnerable to financial catastrophe due to illness because many lose income when 
they are sick. Hence, improvements in disability coverage are an important 
adjunct to health reform in assuring the financial well-being of American families. 
Such coverage should guarantee continuation of income in the face of illness, and 
provide for income replacement for parents or others who have to take time off 
from work to care for a sick child or other relative. 

In the short term. Congress should reverse the disastrous changes in bankruptcy 
laws enacted in 2005. These changes denied protection to many families 
bankrupted by illness or medical bills, leaving them at the mercy of the rapacious 
credit card industry. 


2- As indicated above, passage of a universal, comprehensive national health 
insurance program would alleviate the majority of medical debt problems and 
medical bankruptcies. H.R. 676 would construct such a program, assuring full 
coverage for all medically necessary care for every American. Americans would 
no longer face out-of-pocket medical bills. 

3- I believe that a prohibition on reporting medical debts to credit agencies and 
others responsible for assessing credit scores would have a modest positive 
impact. At present, some Americans are reticent in seeking care because they fear 
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that medical debts will compromise their creditworthiness. Others avoid care 
because past debts have led to credit problems. Alleviating these credit fears 
would likely lead some to be more likely to seek care when they need it. 

4- As far as I am aware, the only formal study examining medical bankruptcy in a 
nation other than the U.S. was based on Canadian data. This study found a low 
rate of medical bankruptcy in that nation. Informal conversations with health 
policy experts in Switzerland, Sweden, France and the U.K. leads me to believe 
that medical bankruptcy is rare in those nations. 

5- I would respond to Professor Zywicki’s statement in several ways. 

a. Doctors currently enjoy quite high incomes - about $200,000 annually on 
average - and most hospitals, imaging facilities, outpatient surgery centers 
etc. are quite profitable. With the exception of safety-net hospitals and 
clinics, there is little evidence of widespread financial distress among 
health care providers, and little reason to believe that they are suffering in 
any substantial way from unpaid medical debts, or that quality of care is in 
any way affected by lack of adequate funding. 

b. The billing apparatus required to secure payment and pursue medical 
debtors under the current health care financing system is extraordinarily 
expensive and wasteful, and is obnoxious to many physicians, nurses and 
other health personnel. It requires vast amount of physicians’ time, 
distracts health institutions from their mission of care, and poisons the 
doctor-patient and nurse-patient relationship. 

c. A comprehensive, single payer national health insurance program such as 
that proposed under H.R. 676 would assure doctors and health care 
institutions of full payment, eliminate the noxious aspects of billing, save 
money on bureaucracy, and also virtually eliminate the problems of 
medical debt. 

6- I am not aware of reliable data on expenditures by health care providers on 
medical debt collection. Studies by my colleagues and I have documented that 
approximately 3 1% of total health spending in the U.S. is devoted to 
administrative tasks, and that a single payer national health insurance program 
could eliminate about one half of that spending. 

7- It is hard to know whether hospitals or clinics are using federal funds to pursue 
medical debtors because these funds are not readily distinguishable from other 
sources of funding. It is certainly true that hospitals and other medical providers 
that receive federal funds spend money pursuing medical debtors, and the costs of 
such debt collection efforts are not generally segregated in such a way as to assure 
that federal funds are not used. 

8- I am not familiar with data on the number of medical debt collection firms, or the 
number of such firms hired by medical providers. 
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9- According to survey data from the Commonwealth fund, 13% of Americans aged 
19-64 have received a call from a collection within the past year regarding a 
medical debt. This estimate is in line with the results of a Kaiser Foundation 
survey in 2002 which found that 12% of adults over 18 reported being contacted 
by a collection agency regarding a medical bill within the past year; 21% reported 
problems paying a medical bill. 

10- Extrapolating from the survey data died above, it seems likely that approximately 
12% of adults - about 600,000 people - in Massachusetts receive a collection call 
regarding medical debt annually. It is unclear what share of these calls are 
regarding hospital bills vs. bills from other medical providers. If we assume that 
half are regarding hospital bills, then each of the roughly 80 hospitals in my state 
generates collection calls to about 4000 people annually. 

1 1 - T am unaware of the profit margins of debt collection firms. 

12- Other than the Commonwealth Fund and Kaiser Foundation survey data cited 
above, T am not aware of data on how many Americans with medical debt have 
that debt reported to debt collection agencies. 

13- Again based on Commonwealth Fund and Kaiser Foundation data, it seems likely 
that approximately 12% to 13% of Americans have current medical debts, that is 
debts for which collection calls are still being made. It seems likely, that a much 
larger fraction of Americans have had medical debts reported to a collection 
agency at some point in the past. 
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